S.  Hrg.  104-395 

NOMINATIONS  OF  BETH  SUSAN  SLAVET,  JACOB 
JOSEPH  LEW,  WILLIAM  H.  LeBLANC  III,  SHERYL 
R.    MARSHALL,   AND   JEROME   A.   STRICKER 


Y  4.  G  74/9:  S.  HRG.  104-395 

Noninations  of  Beth  Susan  Slavet,   J...   -^-.-^^^ 

JIING 

BEFORE  THE 

COMMITTEE  ON 
GOVERNMENTAL  AFFAIRS 
UNITED  STATES  SENATE 

ONE  HUNDRED  FOURTH  CONGRESS 

FIRST  SESSION 

ON 

NOMINATIONS  OF  BETH  SUSAN  SLAVET,  TO  BE  VICE  CHAIR  AND 
A  MEMBER,  MERIT  SYSTEMS  PROTECTION  BOARD,  JACOB  JOSEPH 
LEW,  TO  BE  DEPUTY  DIRECTOR,  OFFICE  OF  MANAGEMENT  AND 
BUDGET,  WILLIAM  H.  LeBLANC  III,  TO  BE  COMMISSIONER,  POSTAL 
RATE  COMMISSION,  AND  SHERYL  R.  MARSHALL  AND  JEROME  A 
STRICKER,  TO  BE  MEMBERS,  FEDERAL  RETIREMENT  THRIFT  IN- 
VESTMENT BOARD 


AUGUST  2,  1995 


Printed  for  the  use  of  the  Committee  on  Governmental  Affairs 


^■■"^'OGt^o, 


^>^Q 


U.S.   GOVERNMENT  PRINTING  OFFICE 
WASHINGTON  :  1996 


For  sale  by  the  U.S.  Government  Printing  Office 

Superintendent  of  Documents,  Congressional  Sales  Office,  Washington,  DC  20402 

ISBN  0-16-052448-2 


,  \J         \  S.  Hrg.  104-395 

\  NOMINATIONS  OF  BETH  SUSAN  SUVET,  JACOB 
JOSEPH  LEW,  WILLIAM  H.  LeBLANC  III,  SHERYL 
R.    MARSHALL,    AND   JEROME   A.    STRICKER 

4.  G  74/9:  S.  HRG,  104-395 

jninatiofts  of  Beth  Susan  Slaveb   J...   -rkTTWT^r^ 

JMNG 

BEFORE  THE 

COMMITTEE  ON 
GOATERNMENTAL  AFFAIRS 
UNITED  STATES  SENATE 

ONE  HUNDRED  FOURTH  CONGRESS 

FIRST  SESSION 

ON 

NOMINATIONS  OF  BETH  SUSAN  SLAVET,  TO  BE  VICE  CHAIR  AND 
A  MEMBER,  MERIT  SYSTEMS  PROTECTION  BOARD,  JACOB  JOSEPH 
LEW,  TO  BE  DEPUTY  DIRECTOR,  OFFICE  OF  MANAGEMENT  AND 
BUDGET,  WILLIAM  H.  LeBLANC  III,  TO  BE  COMMISSIONER,  POSTAL 
RATE  COMMISSION,  AND  SHERYL  R.  MARSHALL  AND  JEROME  A. 
STRICKER,  TO  BE  MEMBERS,  FEDERAL  RETIREMENT  THRIFT  IN- 
VESTMENT BOARD 


AUGUST  2,  1995 


Printed  for  the  use  of  the  Committee  on  Governmental  Affairs 


f'^"OG 


im 


,*  tS^if^^ 


U.S.   GOVERNMENT  PRINTING  OFFICE 
WASHINGTON  :  1996 


For  sale  by  the  U.S.  Government  Printing  Office 

Superintendent  of  Documents.  Congressional  Sales  Office.  Washington.  DC  20402 

ISBN  0-16-052448-2 


COMMITTEE  ON  GOVERNMENTAL  AFFAIRS 

WILLIAM  V.  ROTH,  Jr.,  Delaware,  Chairman 
TED  STEVENS,  Alaska  JOHN  GLENN,  Ohio 

WILLIAM  S.  COHEN,  Maine  SAM  NUNN,  Georgia 

FRED  THOMPSON,  Tennessee  CARL  LEVIN,  Michigan 

THAD  COCHRAN,  Mississippi  DAVID  PRYOR,  Arkansas 

CHARLES  E.  GRASSLEY,  Iowa  JOSEPH  I.  LIEBERMAN,  Connecticut 

JOHN  McCAIN,  Arizona  DANIEL  K.  AKAKA,  Hawaii 

BOB  SMITH,  New  Hampshire  BYRON  L.  DORGAN,  North  Dakota 

Franklin  G.  Polk,  Staff  Director  and  Chief  Counsel 
Susanne  T.  Marshall,  Deputy  Staff  Director 
Leonard  Weiss,  Minority  Staff  Director 
Michal  Sue  Prosser,  Chief  Clerk 

(II) 


CONTENTS 


Opening  statement: 
Senator  Stevens 


WITNESSES 
August  2,  1995 

Kennedy,  Hon.  Edward  M.,  U.S.  Senator  from  the  State  of  Massachusetts  1 

Ford,  Hon.  Wendell  H.,  U.S.  Senator  from  the  State  of  Kentucky  4 

Ward,  Hon.  Mike,  a  Representative  in  Congress  from  the  State  of  Kentucky  ...  5 
Slavet,  Beth  Susan,  to  be  vice  chair  and  a  member.  Merit  Systems  Protection 

Board  6 

Lew,  Jacob  Joseph,  to  be  Deputy  Director,  Office  of  Management  and  Budget  .  18 

LeBlanc,  William  H.  Ill,  to  be  Commissioner,  Postal  Rate  Commission  42 

Marshall,  Sheryl  R.,  to  be  a  member.  Federal  Retirement  Thrift  Investment 

Board  51 

Strickler,  Jerome  A.,  to  be  a  member,  Federal  Retirement  Thrift  Investment 

Board  66 

Appendix 

Slavet,  Beth  Susan: 

Biographical  and  financial  information  7 

Responses  to  pre-hearing  questions  12 

Lew,  Jacob  Joseph: 

Biographical  and  financial  information  19 

Responses  to  pre-hearing  questions  22 

LeBlanc,  William  H.  Ill: 

Biographical  and  financial  information  43 

Responses  to  pre-hearing  questions  47 

Marshall,  Sheryl  R.: 

Biographical  and  financial  information  51 

Responses  to  pre-hearing  questions  55 

Strickler,  Jerome  A.; 

Biographical  and  financial  information  67 

Responses  to  pre-hearing  questions  72 


(III) 


NOMEVATIONS  HEARING 


WEDNESDAY,  AUGUST  2,  1995 

U.S.  Senate, 
Committee  on  Governmental  Affairs, 

Washington,  DC. 
The  Committee  met  at  9:09  a.m.,  in  room  342,  Dirksen  Senate 
Office  Building,  Hon.  Ted  Stevens  presiding. 
Present:  Senators  Stevens  and  Grassley. 

OPENING  STATEMENT  OF  SENATOR  STEVENS 

Senator  STEVENS  [presiding].  The  Committee  will  be  in  order.  I 
am  sorry  to  be  a  little  late. 

This  morning  we  are  considering  several  nominations:  Jack  Lew, 
to  be  Deputy  Director  of  the  Office  of  Management  and  Budget; 
Trey  LeBlanc  to  serve  a  second  term  on  the  Postal  Rate  Commis- 
sion; Beth  Slavet  to  be  a  member  and  Vice  Chair  of  the  Merit  Sys- 
tems Protection  Board;  and  Jerry  Strieker  and  Sheryl  Marshall  to 
be  members  of  the  Federal  Retirement  Thrift  Investment  Board. 

Let  me  welcome  my  two  colleagues  here  this  morning.  I  want  to 
recognize  the  Senator  from  Massachusetts,  who  I  understand  has 
comments  on  several  of  the  nominees.  After  that,  I  will  call  on  the 
democratic  whip,  my  good  friend  from  Kentucky.  And  there  should 
be  another  gentleman  here  to  make  remarks  later. 

Senator  Kennedy? 

STATEMENT  OF  THE  HON.  EDWARD  M.  KENNEDY,  U.S. 
SENATOR  FROM  THE  STATE  OF  MASSACHUSETTS 

Senator  Kennedy.  Thank  you  very  much,  Mr.  Chairman  and 
Senator  Grassley. 

It  is  a  wonderful  day  for  Massachusetts,  with  three  very  extraor- 
dinary individuals  for  very  important  positions  and  if  we  wanted 
to  share  it,  I  am  delighted  to  share  it  with  Kentucky  today  with 
my  good  friend 

Senator  FORD.  Three-to-one. 

Senator  Kennedy.  Mr.  Chairman,  it  is  a  privilege  to  come  before 
the  Committee  and  give  my  strong  support  for  the  nomination  of 
Beth  Slavet  to  the  Merit  Systems  Protection  Board. 

First  of  all,  I  want  to  recognize  Beth's  parents,  Joe  and  Muriel 
Slavet  and  her  sister  Amy  who  are  here.  They  have  come  down 
from  Massachusetts  to  join  us  in  supporting  Beth's  nomination. 
Beth  is  a  former  member  of  my  stafi  and  I  have  the  highest  con- 
fidence in  her  ability.  She  will  do  an  excellent  job  as  a  member  of 
the  Merit  Systems  Protection  Board.  Her  experience  in  labor  law 
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and  her  remarkable  ability  to  resolve  conflicts  make  her  highly 
qualified  to  carry  out  the  responsibilities. 

Beth  comes  fi-om  an  impressive  background.  From  1979  to  1984, 
she  served  as  the  counsel  to  the  American  Federation  of  Govern- 
ment Employees  in  Washington,  DC,  where  she  was  the  sole  legal 
counsel  to  a  4,000-member  union.  She  was  responsible  for  the  nego- 
tiation of  collective  bargaining  agreements,  personnel  regulations, 
grievance  arbitration  and  litigation. 

In  1984,  she  joined  a  law  firm  in  Washington  where  she  rep- 
resented public  and  private  sector  union  employees,  including  em- 
ployees in  the  Foreign  Service.  Her  area  of  practice  included  free- 
dom of  speech,  employment  discrimination,  and  labor-management 
relations. 

Beth  is  also  very  familiar  with  Federal  workplace  issues.  She  has 
an  excellent  understanding  of  Federal  labor  relations  and  extensive 
knowledge  of  its  applicable  laws.  She  has  the  skills  necessary  to 
identify  the  problems  in  the  field  of  litigation  and  regulation, 
unique  and  valuable  perspective  on  both  the  executive  and  legisla- 
tive branches  of  government. 

In  particular,  she  is  familiar  with  the  practices  and  procedures 
to  negotiate  grievances  and  resolve  disputes.  She  has  a  thorough 
knowledge  of  the  merit  system  principles  in  the  Civil  Service  Re- 
form Act,  and  a  familiarity  with  workplace  issues  that  make  her 
highly  qualified  to  carry  out  the  responsibilities  on  the  Merit  Sys- 
tems Protection  Board. 

She  also  served  as  legal  counsel  and  staff  director  to  Representa- 
tive Chet  Atkins  of  Massachusetts  before  she  joined  the  staff  of  the 
Senate  Labor  and  Human  Resources  Committee. 

I  have  worked  closely  with  her  in  those  years  and  I  recommend 
her  very  highly.  She  is  an  able,  effective  lawyer.  She  has  impres- 
sive knowledge  of  the  labor  laws.  Her  work  in  my  office  was  of  the 
highest  quality  and  she  accomplished  it  with  great  efficiency  and 
dependability.  She  was  a  tremendous  asset  to  my  office,  and  I  have 
no  doubt  she  will  be  a  valuable  member  of  the  board. 

Beth  is  highly  regarded  by  both  labor  and  management  in  Mas- 
sachusetts and  in  Washington.  I  am  confident  that  Beth  will  do  an 
outstanding  job  on  the  Merit  Systems  Protection  Board.  Her  back- 
ground, leadership  and  ability  and  management  skills  and  high 
standards  make  her  an  excellent  nominee  for  the  position,  and  I 
have  the  highest  respect  for  Beth's  knowledge  and  ability,  and  I 
look  forward  to  her  confirmation  on  the  board. 

Mr.  Chairman,  I  am  also  honored  to  be  here  today  to  give  my 
support  for  the  nomination  of  Sheryl  Marshall  to  be  a  member  of 
the  Federal  Retirement  Thrift  Investment  Board. 

I  am  proud  to  have  the  native  ft*om  Massachusetts  being  nomi- 
nated for  this  prestigious  position,  and  I  am  confident  that  Sheryl 
will  perform  these  important  responsibilities  with  great  ability  and 
impressive  leadership. 

Sheryl  has  an  excellent  background  and  extensive  knowledge  of 
investment  issues.  She  is  currently  Vice  President  of  Investor  Serv- 
ices Group  of  Donaldson,  Lufkin  &  Jenrette,  in  Boston,  where  she 
deals  with  a  wide  range  of  financial  investment  matters. 

Prior  to  her  current  position,  she  has  16  years  of  investment  ex- 
perience with  Smith  Barney,  Drexel,  Burnham  &  Lambert,  Merrill 


L3nich,  where  she  received  numerous  awards  and  recognition  for 
outstanding  contributions  to  the  business  community. 

Sheryl  has  constantly  performed  among  the  top  10  percent  of  all 
brokers,  and  she  was  named  head  of  the  chairman's  council  of 
Drexel  Burnham,  the  first  woman  to  be  named  to  that  elite  group 
of  brokers.  Sheryl's  achievements  extend  well  beyond  the  work- 
place. Her  contributions  to  her  community  have  been  especially 
noteworthy. 

In  1986,  she  received  the  Alumni  Achievement  Award  from  the 
Graduate  School  of  Management,  at  Simmons  College,  in  1992.  She 
is  a  woman  of  achievement  in  the  Big  Sisters  Association  of  Great- 
er Boston. 

Sheryl  also  serves  on  the  board  of  the  Massachusetts  Thrift 
Fund,  which  is  dedicated  to  economic  development  loans  and  which 
has  been  involved  in  many  significant  projects  throughout  Massa- 
chusetts, one  of  the  most  active  of  any  of  the  States,  and  she  has 
really  been  a  leader  on  that  panel.  Her  work  on  this  board  makes 
her  highly  qualified  to  assume  the  responsibilities  of  this  new  posi- 
tion. 

For  the  many  years  I  have  known  Sheryl,  I  have  been  consist- 
ently impressed  by  her  outstanding  work  in  the  investment  world 
and  the  community,  and  I  am  confident  she  will  do  an  excellent  job 
on  the  board,  and  I  look  forward  to  her  confirmation  and  a  new 
chapter  in  her  distinguished  public  service. 

Finally,  Mr.  Chairman  and  Senator  Grassley,  I  welcome  the  op- 
portunity to  support  the  nomination  of  Jack  Lew  as  the  Deputy  Di- 
rector, Office  of  Management  and  Budget.  Jack  is  joined  here  today 
by  his  wife  Ruth,  his  children  Shoshana  and  Danny. 

While  Jack  is  a  native  New  Yorker,  he  has  strong  ties  to  Massa- 
chusetts, to  our  State's  congressional  delegation.  Jack  started  in 
Washington  as  a  legislative  assistant  to  Congressman  Joe  Moakley. 
During  the  first  term  of  1974-75,  he  worked  for  the  former  Speaker 
of  the  House  Tip  O'Neill  from  1979  through  1987.  He  was  Execu- 
tive Director  of  the  House  Democratic  Steering  and  Policy  Group 
from  1985  to  1987. 

Jack  joined  the  Clinton  administration  early  in  1993  as  Special 
Assistant  to  the  President  and  General  Counsel  for  the  National 
Service  Program. 

I  had  the  privilege  of  working  closely  with  Jack,  as  the  Senate 
Labor  and  Human  Resource  Committee  developed  the  legislation 
which  created  AmeriCorps,  President  Clinton's  national  community 
service  initiative. 

Subsequently,  Jack  continued  to  work  closely  with  our  Commit- 
tee and  many  others  in  the  Congress  on  the  issues  of  health  care 
reform.  Currently,  Jack  is  the  Executive  Associate  Director  of  the 
Office  of  Management  and  Budget.  His  experience  with  Congress  at 
0MB  will  serve  him  well  in  his  new  position.  I  look  forward  to  con- 
tinue to  work  closely  with  him. 

I  think  all  of  us  on  the  Committee  who  are  considering  legisla- 
tion look  to  him  as  a  valuable  ally,  and  his  services  and  skills  were 
available  to  both  sides  of  the  aisle.  I  know  I  speak  for  our  friends 
on  the  other  side  of  the  aisle,  when  I  speak  about  his  leadership 
in  helping  fashioning  and  shaping  the  legislation  which  had  very 
strong  bipartisan  support. 


His  experience  with  Congress  at  0MB  will  serve  him  well  in  the 
new  position.  I  look  forward  to  working  closely  with  him.  I  have 
confidence  in  his  judgment  and  ability,  and  I  urge  the  Committee 
to  recommend  his  confirmation  by  the  Senate. 

Mr.  Chairman,  I  appreciate  your  courtesy.  These  are  three  ex- 
traordinary individuals  who  I  think  are  very  specially  qualified  to 
serve  with  great  distinction  in  their  positions  to  which  they  have 
been  nominated.  We  are  gratefiil  to  the  administration,  to  the 
President  for  these  nominees,  and  I  know  they  will  serve  with 
great  distinction,  and  I  am  delighted  to  have  the  chance  to  say  a 
word  about  their  qualifications.  I  thank  the  Chair. 

Senator  STEVENS.  Senator,  we  are  very  pleased  you  came  to  sup- 
port the  nominees  and  we  appreciate  your  statement. 

We  vdll  now  call  on  the  Senator  from  Kentucky,  my  good  friend. 

STATEMENT  OF  THE  HON.  WENDELL  H.  FORD,  U.S.  SENATOR 
FROM  THE  STATE  OF  KENTUCKY 

Senator  FoRD.  I  thank  the  Chairman.  It  looks  like  Senator 
Grassley  has  gone.  We  were  talking  about  corn  here  a  few  minutes 
ago,  so  it  shows  the  diversity  of  this  Committee.  Of  course,  he 
wanted  to  sell  it  and  I  wanted  to  use  it.  [Laughter.] 

Mr.  Chairman,  over  the  years  your  Committee  has  had  the  re- 
sponsibility of  judging  nominees  for  critical  appointments  through- 
out the  Federal  Government.  And  I  think  it  would  be  fair  to  say 
that,  with  few  exceptions,  the  best  and  the  brightest  of  this  coun- 
try's professional  community  come  before  your  Committee. 

Today,  I  am  pleased  to  follow  in  that  tradition  by  introducing 
Jerry  Strieker  as  the  President's  nominee  for  the  Federal  Retire- 
ment Thrift  Investment  Board.  There  is  no  doubt  in  my  mind  that 
President  Clinton  has  selected  the  best  candidate  for  this  position. 

As  a  certified  public  accountant  with  a  wide  range  of  experience 
in  the  field  of  financial  management,  Mr.  Strieker  comes  to  this  po- 
sition with  the  experience,  the  knowledge  and  the  tenacity  to  help 
the  other  members  of  the  five-member  board  manage  the  Thrift 
Savings  Fund  in  an  effective  and  progressive  manner. 

I  have  worked  closely  over  the  years  with  Jerry  in  his  capacity 
as  an  advisory  board  member  of  the  Cincinnati/Northern  Kentucky 
International  Airport,  which  brought  over  $4  billion  into  that  tri- 
state  area.  As  a  member  of  that  board,  he  has  proven  his  ability 
to  work  not  only  with  the  enormous  fiscal  question  an  airport  of 
this  capacity  confronts,  but  with  the  wide  range  of  competing  inter- 
ests. His  ability  to  mediate  and  facilitate  those  concerns  has  been 
admirable  and  help  keep  the  airport  on  track  for  continued  growth. 

As  a  candidate  for  this  position,  Jerry  comes  well  prepared  for 
any  of  the  financial  decisions  he  must  make.  He  is  currently  a 
management  and  financial  consultant.  He  was  also  the  Executive 
Vice  President  and  Chief  Financial  Officer  of  the  Gradison  &  Com- 
pany, Inc.  That  company  is  now  a  division  of  McDonald  &  Com- 
pany Investments. 

Before  retiring  from  the  position,  he  was  a  member  of  the  New 
York  Stock  Exchange.  In  addition,  Jerry  served  as  a  Trustee  of  the 
University  of  Kentucky  and  was  Chairman  of  the  Board's  Invest- 
ment Committee. 


Mr.  Chairman,  I  know  that  Jerry  will  not  take  this  responsibility 
for  managing  the  Thrift  Savings  Fund  lightly.  I  know  he  under- 
stands the  enormity  of  his  responsibilities  and  of  the  number  of 
employees  and  their  families — and  I  underscore  families — who  will 
be  depending  on  his  judgment.  I  am  certain  that  he  will  not  dis- 
appoint this  Committee  and,  in  fact,  will  prove  to  be  an  effective 
spokesman  and  financial  manager  for  this  fund. 

Let  me  close,  Mr.  Chairman,  by  saying  once  again  how  proud  I 
am  to  have  Jerry  representing  Kentuck/s  financial  community.  I 
know  you  will  be  equally  impressed,  once  you  hear  from  him  your- 
selves. 

Mr.  Chairman,  I  want  to  thank  you  for  the  time.  I  would  be  re- 
miss this  morning  if  I  did  not  thank  your  staff  for  their  profes- 
sional and  efficient  handling  of  this  nominee,  and  I  appreciate  that 
very  much.  Only  we  understand  the  long  hours  and  the  labor  they 
go  through  to  make  us  look  good,  and  I  want  them  to  know  that 
I  am  very  appreciative  of  that. 

So  I  look  forward  to  helping  you  in  any  way  to  assure  Jerry 
Sticker's  confirmation  process,  that  it  continues  to  move  forward. 

I  thank  my  fi*iend. 

Senator  Stevens.  Thank  you  very  much.  Senator. 

I  am  delighted  to  hear  the  qualifications  of  these  two  nominees 
for  the  Thrift  Investment  Board.  You  will  recall  that  it  was  my  leg- 
islation that  created  that  board  and  I  have  watched  it  very  care- 
fully. I  am  pleased  to  see  the  quality  of  these  nominees. 

Senator  FORD.  The  Chairman  has  a  very  keen  and  sensitive  in- 
terest, and  I  am  glad  of  it. 

Senator  Stevens.  Thank  you  very  much. 

We  will  now  call  on  our  colleague  fi"om  the  House  of  Representa- 
tives, Congressman  Mike  Ward.  Mr.  Ward? 

STATEMENT  OF  THE  HON.  MIKE  WARD,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  KENTUCKY 

Mr.  Ward.  I  am  just  here  to  second  all  the  thoughts  as  put  for- 
ward by  Senator  Ford.  I  am  very  proud  of  the  Kentuckian  who  has 
been  selected.  Jerry  Strieker  will  do  a  very  good  job,  and  I  am  de- 
lighted to  have  the  opportunity  to  say  something  on  his  behalf  this 
morning. 

Senator  STEVENS.  Well,  you  are  nice  to  come  over  this  morning 
and  join  us.  We  thank  you  very  much.  Thank  you  both  very  much. 

The  Committee  has  been  made  aware  of  the  support  and  en- 
dorsement for  Mr.  LeBlanc  from  the  Senator  from  Louisiana  Ben- 
nett Johnston. 

Let  me  ask  now  that  the  nominees  all  come  forward  and  have 
a  place  here  at  the  table.  Committee  rules  mandate  that  an  inquiry 
be  made  into  the  experience,  qualifications,  suitability  and  integ- 
rity of  the  nominees  to  serve  in  the  position  to  which  he  or  she  has 
been  nominated.  The  Committee  has  received  information  detailing 
the  nominees'  educational  background,  employment  record  and  pro- 
fessional achievements,  as  well  as  the  financial  statements. 

In  addition,  the  nominees  have  responded  in  writing  to  prehear- 
ing questions  submitted  by  the  Committee  concerning  the  duties 
and  responsibilities  of  the  office  to  which  they  have  been  nomi- 
nated. Copies  of  nominees'  biographical  information  and  prehearing 


questions  will  be  placed  in  the  record  as  part  of  this  hearing  and 
are  available  on  request.  The  financial  statements  are  available  for 
inspection  by  the  public  in  the  Committee's  office. 

The  Committee  staff  has  reviewed  all  of  the  information.  In  addi- 
tion, I  am  informed  that  the  staff  has  examined  the  financial  dis- 
closure reports  submitted  by  the  Office  of  Government  Ethics.  The 
Committee  Chairman  Senator  Roth  and  the  ranking  minority 
member  Senator  Glenn  have  reviewed  the  FBI  background  inves- 
tigation reports  on  each  nominee.  Finally,  each  nominee  has  been 
interviewed  by  designated  staff  members  prior  to  this  hearing. 

The  Committee  rules  require  that  all  nominees  be  under  oath 
while  testifying  on  matters  relating  to  their  suitability  for  their  of- 
fice, including  the  policies  and  programs  which  the  nominee  will 
pursue,  if  confirmed. 

Would  the  nominees  please  stand  at  this  time  and  take  that 
oath. 

Do  you  solemnly  swear  to  tell  the  truth,  the  whole  truth,  and 
nothing  but  the  truth  in  the  statements  that  you  make  here  and 
in  the  statements  that  you  have  submitted  to  the  Committee? 

Mr.  Lew.  I  do. 

Mr.  LeBlanc.  I  do. 

Ms.  Slavet.  I  do. 

Ms.  Marshall.  I  do. 

Mr.  Stricker.  I  do. 

Senator  STEVENS.  Thank  you  very  much. 

I  want  to  call  on  each  of  you  now.  We  would  like  to  have  the 
record  show  if  you  have  brought  members  of  your  family  with  you, 
and  we  will  be  pleased  to  have  opening  statements  fi'om  each  of 
you.  Let  me  start  over  here  on  my  right.  I  apologize,  Ms.  Slavet, 
for  saying  your  name  wrong  when  I  introduced  you.  If  you  have 
family  or  others  with  you,  please  introduce  them  and  then  we  will 
call  on  you  for  your  statement  and  we  will  go  right  down  the  line 
with  the  other  nominees. 

TESTIMONY  OF  BETH  SUSAN  SLAVET,  WASHINGTON,  DC,  TO 
BE  VICE  CHAIR  AND  A  MEMBER,  MERIT  SYSTEMS  PROTEC- 
TION BOARD 

Ms.  Slavet.  Thank  you,  Mr.  Chairman. 

My  father  Joseph  Slavet  is  here,  as  well  as  my  mother  Muriel 
Slavet,  and  my  sister  Amy  Glaser,  all  citizens  of  Massachusetts. 

Senator  STEVENS.  We  are  delighted  to  have  you  present.  Thank 
you  very  much. 

Do  you  have  an  opening  statement,  Ms.  Slavet? 

Ms.  Slavet.  A  very  brief  one. 

First,  I  would  like  to  thank  the  President  for  nominating  me  to 
this  position,  and  Senator  Kennedy  and  my  colleagues  in  his  office 
for  their  strong  support  and  friendship,  and  for  Senator  Kennedy's 
gracious  statement  here  in  my  behalf  today. 

I  also  wish  to  thank  you,  Mr.  Chairman,  and  your  staff,  as  well 
as  the  staff  of  Senators  Roth,  Glenn,  and  Pryor  for  assisting  me 
during  this  nomination  process. 

It  is  a  great  honor  to  have  been  nominated  for  this  position.  I 
have  introduced  my  family.  They  have  taught  me  that  public  serv- 
ice is  the  most  honorable  of  callings.  I  grew  up  watching  my  father 


being  a  dedicated  public  servant  in  a  number  of  policy  positions  in 
which  he  served  the  citizens  of  the  City  of  Boston  and  the  Com- 
monwealth of  Massachusetts.  My  mother  and  both  of  my  sisters 
have  also  given  years  of  service  to  their  communities. 

I  hope  to  emulate  their  example  and  to  perform  my  duties  and 
responsibilities  as  a  member  of  the  Merit  Systems  Protection  Board 
in  a  manner  that  will  reflect  honorably  on  myself,  my  family,  my 
friends,  and  on  this  body. 

Thank  you  very  much. 

[The  biographical  statement  of  Ms.  Slavet  follows:] 

BIOGRAPHICAL  AND  FINANCIAL  INFORMATION  REQUESTED  OF 

NOMINEES 

A.  BIOGRAPHICAL  INFORMATION 

1.  Name:  Beth  Susan  Slavet 

2.  Position  to  which  nominated:  Vice-Chair  and  Member,  U.S.  Merit  Systems  Pro- 
tection Board 

3.  Date  of  Nomination:  June  14,  1995 

4.  Address:  (List  current  place  of  residence  and  office  addresses.) 
Residence:  3025  Ontario  Road,  No.  508,  Washington,  D.C.  20009 
Office  Address:  Department  of  Labor,  Room  S-1308, 

200  Constitution  Avenue,  N.W.,  Washington,  D.C.  20520 

5.  Date  and  place  of  birth:  5/11/52;  Boston,  MA 

6.  Marital  Status:  (Include  maiden  name  of  wife  or  husband's  name.)  Single 

7.  Names  and  ages  of  children:  None 

8.  Education:  List  secondary  and  higher  education  institutions,  dates  attended, 
degree  received  and  date  degree  granted. 

Washington  University  School  of  Law,  St.  Louis,  MO,  J.D.  May  1979 
Dates  attended  :  August  1976-May  1979 

Brandeis  University,  Waltham,  MA,  B.A.  May  19,  1974 
Dates  attended:  September  1971-May  1974 

Boston  University,  Boston,  MA 

Dates  attended:  September  1970-May  1971 

Girls'  Latin  School,  Dorchester,  MA 
Dates  attended:  September  1964-June  1970  (7th-12th  grade) 
Graduated:  June  1970 

Hebrew  College — Prozdor  (High  School  Dept.),  Brookline,  MA 
Dates  attended:  September  1966-June  1970 
Graduated:  June  1970 

9.  Employment  Record:  List  all  jobs  held  since  college,  including  the  title  or  de- 
scription of  job,  name  of  employer,  location  of  work,  and  dates  of  employment. 
(Please  use  separate  attachment,  if  necessary.) 

Editor,  Coordinator,  New  England  Correctional  Coordinating  Council,  Bos- 
ton, MA  (May  1974-February  1975) 

Work/educational  Release  Counselor/Manager,  Prerelease  Center,  MCI  Fra- 
mingham,  Framingham,  MA  (February  1975-August  1976) 

Clerk,  Massachusetts  Supreme  Judicial  Court,  Boston,  MA  (Summer  1976) 

Law  Clerk,  Professor  Marilyn  Ireland,  Washington  University  School  of 
Law,  St.  Louis,  MO  (1977-1978) 

Law  Clerk,  Zwerdhng  &  Maurer,  Washington,  D.C.  (Summer  1978) 

Congressional  Fellow,  Subcommittee  on  Labor-Management  Relations,  U.S. 
House  of  Representatives,  Washington,  D.C.  (January-May  1979) 


Attorney,  American  Federation  of  Government  Employees  Local  1812, 
Washington,  D.C.  (September  1979-May  1984) 

Associate,  Gromfine,  Sternstein,  Rosen  &  Taylor,  Washington,  D.C.  (May 
1984-May  1986) 

Attorney,  Beth  S.  Slavet,  P.C,  Washington,  D.C.  (May  1986-January  1992) 

Of  Counsel,  Newman  and  Newell  (March  1991-January  1992) 

Legislative  Counsel  and  Staff  Director,  U.S.  Representative  Chester  Atkins 
(D-MA),  Washington,  D.C.  (January  1992-January  1993) 

Labor  Counsel,  Labor  and  Human  Resources  Committee,  U.S.  Senate, 
Washington,  D.C.  (March  1993-January  1995  with  leave  of  absence,  Octo- 
ber-November, 1994) 

Committee  to  Re-elect  Senator  Edward  M.  Kennedy,  Boston,  MA  (October- 
November  1994) 

Consultant  to  the  International  Child  Labor  Study  Project,  International 
Labor  Affairs  Bureau,  Dept  of  Labor,  Washington,  D.C.  (March  1995- 
present) 

10.  Government  experience:  List  any  advisory,  consultative,  honorary  or  other 
part-time  service  or  positions  with  Federal,  State,  or  local  governments,  other  than 
those  listed  above. 

Other  than  those  listed  above — none  since  college. 

11.  Business  relationships:  List  all  positions  held  as  an  officer,  director,  trustee, 
partner,  proprietor,  agent,  representative,  or  consultant  of  any  corporation,  com- 
pany, firm,  partnership,  or  other  business  enterprise,  educational  or  other  institu- 
tion. 

I  am  President  and  a  Director  of  Beth  S.  Slavet,  P.C.  This  is  a  professional 
corporation  licensed  to  practice  law  in  the  District  of  Columbia.  I  have  con- 
ducted my  solo  law  practice  through  this  Corporation. 

12.  Memberships:  List  all  memberships  and  offices  held  in  professional,  business, 
fraternal,  scholarly,  civic,  public,  charitable  and  other  organizations. 

Lifetime  member — Hadassah  (Washington  Young  Professionals) 

Lifetime  member — Girls'  Latin  School  Alumnae  Association 

Member — Brandeis  Alumnni  Association  (D.C.  Chapter) 

Member — D.C.  Bar  Association 

Member — American  Civil  Liberties  Union 

Member — Women's  Labor  Lawyers'  Network  of  Washington,  D.C. 

Member — Smithsonian  Associate 

13.  Political  affiliations  and  activities: 

(a)  List  all  offices  with  a  political  party  which  you  have  held  or  any  public  office 
for  which  you  have  been  a  candidate. 

None. 

(b)  List  all  memberships  and  offices  held  in  and  services  rendered  to  all  political 
parties  or  election  committees  during  the  last  10  years. 

For  the  last  ten  years  I  have  been  a  member  of  the  Democratic  party.  In 
1992,  I  rendered  volunteer  services  to  the  Committee  to  Re-elect  Chester 
G.  Atkins  (D-MA)  prior  to  the  September  Massachusetts  primary;  before 
the  general  election  in  November,  I  rendered  volunteer  services  to  the  Com- 
mittee to  Elect  Phil  Schiliro,  candidate  for  Congress  in  the  4th  District  of 
New  York  in  coordination  with  the  Democratic  campaign  for  President.  In 
October  1994  through  the  election,  I  joined  the  staff  for  the  Committee  to 
Re-elect  Senator  Edward  M.  Kennedy. 

(c)  Itemize  all  political  contributions  to  any  individual,  campaign  organization,  po- 
litical party,  political  action  committee,  or  similar  entity  of  $50  or  more  for  the  past 
5  years. 

1994  Citizens'  Committee  to  Elect  Harris  Wofford— $60 
1992  DNC  Victory— $100 
1992  Yeakel  for  Senate— $50 


14.  Honors  and  awards:  List  all  scholarships,  fellowships,  honorary  society  mem- 
berships, military  medals  and  any  other  special  recognition  for  outstanding  service 
or  achievements. 

I  graduated  magna  cum  laude  from  Brandeis  University  with  Honors  in 
History  and  in  American  Studies. 

15.  Published  writings:  List  the  titles,  publishers,  and  dates  of  books,  articles,  re- 
ports, or  other  published  materials  which  you  have  written. 

None. 

16.  Speeches:  Provide  the  Committee  with  three  copies  of  any  formal  speeches  you 
have  delivered  during  the  last  5  years  which  you  have  copies  of  and  are  on  topics 
relevant  to  the  position  for  which  you  have  been  nominated. 

None. 

17.  Selection:  (a)  Do  you  know  why  you  were  chosen  for  this  nomination  by  the 
President? 

I  believe  that  the  President  nominated  me  because  I  am  qualified  to  per- 
form the  duties  of  the  position.  I  believe  my  selection  is  based  on  my  back- 
ground, education,  experience  and  training. 

(b)  What  do  you  believe  in  your  background  or  employment  experience  affirma- 
tively qualifies  you  for  this  particular  appointment? 

I  practiced  Federal  employment  law  from  1980  until  1992.  During  that 
time,  I  became  familiar  with  the  jurisdiction,  responsibilities,  and  case  law 
arising  out  of  the  Civil  Service  Reform  Act  of  1978,  related  statutes  and 
Merit  System  Protection  Board  decisions.  I  handled  a  number  of  cases  in- 
volving the  interpretation  of  the  statutory  merit  system  principles  set  forth 
in  the  Civil  Service  Reform  Act.  I  believe  that  my  familiarity  with  the  rel- 
evant laws,  as  well  as  my  ability  to  fairly  and  impartially  apply  those  laws, 
affirmatively  qualifies  me  for  this  position. 

B.  FUTURE  EMPLOYMENT  RELATIONSHIPS 

1.  Will  you  sever  all  connections  with  your  present  employers,  business  firms, 
business  associations  or  business  organizations  if  you  are  confirmed  by  the  Senate? 

With  the  following  exception,  yes.  As  noted  in  my  response  to  A.  11,  I  have 
conducted  my  law  practice  through  a  professional  corporation.  The  firm  is 
not  currently  engaged  in  representing  clients  and  will  not  take  on  new  cli- 
ents if  I  am  confirmed  by  the  Senate.  However,  I  do  not  plan  to  sever  my 
connection  with  Beth  S.  Slavet,  P.C.  as  its  chief  executive  officer  and  mem- 
ber of  its  Board  of  Directors  but  plan  to  continue  to  exercise  responsibility 
for  its  financial  affairs. 

2.  Do  you  have  any  plans,  commitments  or  agreements  to  pursue  outside  employ- 
ment, with  or  without  compensation,  during  your  service  with  the  government?  If 
so,  explain. 

No. 

3.  Do  you  have  any  plans,  commitments  or  agreements  after  completing  govern- 
ment service  to  resume  employment,  affiliation  or  practice  with  your  previous  em- 
ployer, business  firm,  association  or  organization? 

I  have  a  deferred  compensation  agreement  with  Beth  S.  Slavet,  P.C.  with 
regard  to  Leave  of  Absence,  Compensation,  and  Return  to  Employment.  I 
would  like  to  leave  open  the  opportunity  to  return  to  my  law  practice  upon 
completion  of  my  government  service. 

4.  Has  anybody  made  a  commitment  to  employ  your  services  in  any  capacity  after 
you  leave  government  service. 

No. 

5.  If  confirmed,  do  you  expect  to  serve  out  your  full  term  or  until  the  next  Presi- 
dential election,  whichever  is  applicable? 

If  confirmed,  I  expect  to  serve  out  the  full  term  of  the  position. 
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C.  POTENTIAL  CONFLICT  OF  INTEREST 

1.  Describe  all  financial  arrangements,  deferred  compensation  agreements,  and 
other  continuing  dealings  with  business  associates,  clients  or  customers. 

As  noted  in  the  Response  to  B3.  above,  I  have  a  deferred  compensation 
agreement  with  Beth  S.  Slavet,  P.C.  with  regard  to  Leave  of  Absence,  Com- 
pensation, and  Return  to  Employment.  The  firm  retains  assets  and  receiv- 
ables in  which  I  have  an  interest.  These  include  cash  assets  and  receivables 
owed  from  outstanding  collection  efforts  by  the  firm  vis-a-vis  former  clients 
as  well  as  from  the  anticipated  receipt  of  attorney  fees  under  a  statutory 
fee-shifting  case.  I  am  and  have  been  the  majority  shareholder  of  Beth  S. 
Slavet,  P.C.  which  is  a  solo  practitioner  law  practice  licensed  in  the  District 
of  Columbia. 

2.  Indicate  any  investments,  obligations,  liabilities,  or  other  relationships  which 
could  involve  potential  conflicts  of  interest  in  the  position  to  which  you  have  been 
nominated. 

I  do  not  believe  that  I  have  any  investments,  obligations,  liabilities  or  other 
relationships  which  would  involve  potential  conflicts  of  interest  in  the  posi- 
tion of  Vice-Chair  and  Member  of  the  Merit  Systems  Protection  Board. 

However,  in  the  interest  of  full  disclosure  of  my  prior  professional  relation- 
ships, I  state  the  following:  While  practicing  law  under  the  name  of  Beth 
S.  Slavet,  P.C.  during  the  last  ten  years,  I  represented  the  American  Fed- 
eration of  Government  Employees  Local  1812,  the  American  Federation  of 
Government  Employees  Local  3721,  and  the  Maryland  Nurses'  Association. 
These  organizations  represent  Federal  or  D.C.  government  employees  some 
of  whom  may  have  rights  to  bring  cases  to  the  Merit  Systems  Protection 
Board.  My  representation  of  these  organizations  did  not  involve  such  claims 
nor  any  other  matters  that  I  believe  would  represent  a  potential  conflict  of 
interest  with  my  being  a  member  of  the  Merit  Systems  Protection  Board. 
Moreover,  since  the  Merit  Systems  Protection  Board  hears  cases  involving 
individuals  rather  than  unions,  I  do  not  believe  that  my  past  relationships 
with  these  entities  would  create  a  potential  conflict  of  interest. 

3.  Describe  any  business  relationship,  dealing  or  financial  transaction  which  you 
have  had  during  the  last  10  years,  whether  for  yourself,  on  behalf  of  a  client,  or 
acting  as  an  agent,  that  could  in  any  way  constitute  or  result  in  a  possible  conflict 
of  interest  in  the  position  to  which  you  are  nominated. 

I  do  not  believe  that  I  have  been  involved  in  any  relationship,  etc.  during 
the  last  10  years  that  could  constitute  or  result  in  a  conflict  of  interest. 
However,  in  the  interest  of  full  disclosure,  I  provide  the  following  informa- 
tion. 

My  law  practice  (a  solo  law  practice)  has  retained  another  law  firm,  which 
specializes  in  labor  and  employment  law  matters,  to  represent  my  firm  in 
collecting  attorney  fees  from  the  defendant.  The  fees  arose  out  of  a  success- 
ful lawsuit  on  behalf  of  a  group  of  plaintiff-clients;  my  representation  of 
these  plaintiffs  occurred  before  I  took  a  leave  of  absence  in  1992  from  my 
law  practice.  In  accordance  with  the  fee-shifting  statute  applicable  to  such 
litigation  (which  imposes  fees  on  the  losing  party),  the  law  firm  I  have  re- 
tained is  currently  performing  legal  services  to  recover  such  fees  in  return 
for  its  right  to  seek  its  own  attorney  fees  from  the  defendant.  To  my  knowl- 
edge, the  law  firm  does  not  usually  practice  before  the  Merit  Systems  Pro- 
tection Board.  However,  if  this  firm  entered  an  appearance  in  a  case  before 
the  Merit  Systems  Protection  Board,  I  would  seek  advice  from  the  Agency 
Ethics  Officer  on  whether  to  recuse  myself  from  the  case. 

4.  Describe  any  activity  during  the  past  10  years  in  which  you  have  engaged  for 
the  purpose  of  directly  or  indirectly  influencing  the  passage,  defeat  or  modification 
of  any  legislation  affecting  the  administration  and  execution  of  law  or  public  policy. 

On  June  1,  1988,  as  counsel,  I  accompanied  Frank  Fishburne,  President, 
American  Federation  of  Government  Employees  3721,  when  he  testified  be- 
fore the  Subcommittee  on  the  District  of  Columbia,  Committee  on  Appro- 
priations, U.S.  House  of  Representatives,  with  regard  to  the  budget  and 
schedules  of  the  Emergency  Ambulance  Bureau,  District  of  Columbia  Fire 
Department. 
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In  the  last  10  years  and  prior  to  my  employment  as  a  Congressional  staff 
member,  I  also  represented  individual  foreign  service  officers,  the  American 
Federation  of  Government  Employees  Local  1812,  and  the  Foreign  Affairs 
Employees  Council.  These  groups  advocated  regarding  a  variety  of  legisla- 
tive proposals  affecting  the  terms  and  conditions  of  employment  of  foreign 
service  officers  and  other  employees  of  the  Federal  Government.  In  a  few 
cases,  I  brought  an  individual  grievance  or  adverse  action  to  the  attention 
of  the  appropriate  legislative  oversight  committee  or  to  the  attention  of  the 
constituent's  elected  representative. 

In  connection  with  this  representation,  I  advocated  on  the  following  specific 
legislative  matters: 

In  the  late  1980s  and  in  1991,  I  advocated  the  defeat  of  amendments  to  the 
Foreign  Serv'ice  Act  of  1980  which  would  have  resulted  in  changes  to  the 
right  of  Foreign  Service  employees  to  have  a  hearing  before  the  Foreign 
Service  Grievance  Board  before  effectuation  of  a  termination  (prescriptive 
relief).  See  H.R.  102-238  (102nd  Cong.,  1st  Sess.  (October  3,  1991)  at  pp. 
111-112.) 

In  the  early  1990s  and  specifically  in  1991,  I  advocated  for  legislative 
changes  to  ensure  that  foreign  service  officers  had  the  right  to  bring  dis- 
crimination complaints  before  the  Foreign  Service  Grievance  Board.  See 
H.R.  102-238  (102nd  Cong.,  1st  Sess.  (October  3,  1991)  at  pp.  114-115.) 

As  a  staff  member  in  the  U.S.  House  of  Representatives  and  in  the  U.S. 
Senate,  I  regularly  engaged  in  such  activity  as  part  of  my  official  duties. 

5.  Explain  how  you  will  resolve  any  potential  conflict  of  interest,  including  any 
that  may  be  disclosed  by  your  responses  to  the  above  items.  (Please  provide  copies 
of  any  trust  or  other  agreement.) 

I  would  seek  advice  from  the  designated  Agency  Ethics  officer.  If  appro- 
priate, I  would  also  seek  advice  from  the  Ethics  Counsel  of  the  D.C  oar. 

6.  Do  you  agree  to  have  written  opinions  provided  to  the  Committee  by  the  des- 
ignated agency  ethics  officer  of  the  agency  to  which  you  are  nominated  and  by  the 
Office  of  Government  Ethics  concerning  potential  conflicts  of  interest  or  any  legal 
impediments  your  service  in  this  position? 

Yes. 

D.  LEGAL  MATTERS 

1.  Have  you  ever  been  disciplined  or  cited  for  a  breach  of  ethics  for  any  unpro- 
fessional conduct  by,  or  been  the  subject  of  a  complaint  to  any  court,  administrative 
agency,  professional  association,  disciplinary  committee,  or  other  professional 
groups?  If  so,  provide  details. 

No. 

2.  Have  you  ever  been  investigated,  arrested,  charged  or  held  by  any  Federal, 
State,  or  other  law  enforcement  authority  for  violation  of  any  Federal,  State,  county 
or  municipal  law,  regulation  or  ordinance,  other  than  a  minor  traffic  offense?  If  so, 
provide  details. 

No. 

3.  Have  you  or  any  business  of  which  you  are  or  were  an  officer  ever  been  in- 
volved as  a  party  in  interest  in  any  administrative  agency  proceeding  or  civil  litiga- 
tion? If  so,  provide  details. 

Yes.  My  law  practice  has  brought  litigation  against  former  clients  for 
nonpayment  of  bills. 

In  1986-1987,  I  was  both  a  defendant  and  a  plaintiff  in  a  small  claims  ac- 
tion in  D.C.  Superior  Court.  The  action  arose  in  the  summer  or  fall  of  1986 
out  of  the  other  party's  claim  that  I  had  damaged  their  car  when  I  exited 
a  taxicab. 

4.  Have  you  ever  been  convicted  (including  pleas  of  guilty  or  nolo  contendere)  of 
any  criminal  violation  other  than  a  minor  traffic  offense? 

No. 

5.  Please  advise  the  Committee  of  any  additional  information,  favorable  or  unfa- 
vorable, which  you  feel  should  be  considered  in  connection  with  your  nomination. 
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As  a  result  of  my  practice,  I  was  recommended  to  the  President  for  this  po- 
sition by  representatives  of  both  labor  and  management  as  well  as  by  pro- 
fessional arbitrators  before  whom  I  have  practiced.  Because  these  officials 
are  particularly  knowledgeable  about  my  skills  and  qualifications  in  the 
area  of  Federal  employment  law,  I  especially  value  their  recommendations. 
I  also  take  gratification  in  the  fact  that  persons  from  all  three  perspectives 
believe  that  I  would  be  a  fair  and  impartial  Board  member. 

E.  FINANCIAL  DATA 
(Retained  in  Committee  files.) 


PRE-HEARING  QUESTIONS  FOR  BETH  SUSAN  SLA  VET  TO  BE  A  MEMBER  OF 
THE  MERIT  SYSTEMS  PROTECTION  BOARD 

I.  NOMINATIONS  PROCESS  AND  POTENTIAL  CONFLICTS 

1.  Why  do  you  believe  the  President  nominated  you  to  be  a  member  of  the  Merit 
Systems  Protection  Board? 

I  believe  that  the  President  nominated  me  because  I  am  qualified  to  per- 
form the  duties  of  the  position.  I  believe  that  my  selection  is  based  on  my 
background,  education,  experience  and  training. 

2.  Were  any  conditions,  expressed  or  implied,  attached  to  your  nomination?  If  so, 
please  explain. 

No. 

3.  What  specific  background  and  experience  affirmatively  qualifies  you  to  be  a 
member  of  the  MSPB? 

I  practiced  Federal  employment  law  from  1980  until  1992.  Through  this  ex- 
perience, I  became  familiar  with  the  kinds  of  interests,  practices,  and  proce- 
dures that  are  often  at  issue  in  Federal  employment  law  disputes  and  I 
handled  a  number  of  cases  involving  the  merit  system  principles  set  forth 
in  the  Civil  Service  Reform  Act.  I  believe  that  my  familiarity  with  Federal 
workplace  issues  as  well  as  my  ability  to  fairly  and  impartially  apply  those 
laws,  affirmatively  qualifies  me  for  this  position. 

4.  Have  you  made  any  commitments  with  respect  to  the  policies  and  principles 
you  will  attempt  to  implement  as  a  member  of  the  MSPB? 

No. 

5.  Have  you  ever  conducted  business  with  the  MSPB? 
No. 

6.  Has  anyone  associated  with  you  professionally  or  financially  done  so? 
No. 

7.  If  confirmed,  are  there  any  issues  from  which  you  may  have  to  recuse  or  dis- 
qualify yourself  because  of  a  conflict  of  interest  or  the  appearance  of  a  conflict  of 
interest? 

I  can  think  of  no  such  issues.  But  should  any  issues  arise  during  my  tenure 
that  might  raise  any  ethical  questions  relating  to  my  participation,  I  would 
consult  with  the  appropriate  ethics  officers,  and,  if  it  were  appropriate, 
would  not  hesitate  to  recuse  myself 

8.  Have  you  had  any  discussions  about  hiring  staff  for  your  MSPB  office  upon  con- 
firmation? If  so,  please  identify  the  persons  with  whom  you  had  such  discussions 
and  how  they  were  recommended  to  you  for  employment,  as  well  as  when  and  where 
the  discussions  took  place. 

Since  my  nomination  has  been  forwarded  to  the  President,  I  have  received 
a  number  of  resumes  from  persons  interested  in  taking  a  position  on  my 
staff  if  I  am  confirmed  by  the  Senate  to  be  a  member  of  the  MSPB.  I  have 
also  mentioned  to  various  friends  and  colleagues  that,  should  I  be  con- 
firmed, I  would  welcome  any  recommendations  of  talented  individuals  who 
might  be  interested  in  positions  on  my  staff  I  have  not  had  substantive  dis- 
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cussions  of  employment  with  any  possible  candidate  for  such  positions  nor 
have  I  seriously  examined  the  qualifications  of  any  specific  candidate.  The 
Board  has  provided  me  with  some  information  about  staffing  and  how  past 
and  present  Board  members  have  structured  their  staff  positions  to  handle 
their  workload  but  I  have  made  no  decisions  relating  to  either  staff  selec- 
tion or  staffing  structure. 

II.  MSPB  MISSION  AND  RESPONSIBILITIES 

1.  How  would  you  describe  the  mission  of  the  MSPB? 

The  mission  of  the  MSPB  is  to  serve  as  an  impartial  adjudicatory  board 
with  jurisdiction  to  decide  appeals  by  Federal  employees  who  seek  to  over- 
turn adverse  personnel  actions.  It  is  also  responsible  for  ensuring  the  pro- 
motion and  application  of  merit  principles  within  the  Federal  Government. 
The  Board  is  responsible  for  hearing  and  deciding  cases  brought  by  an  em- 
ployee or  by  the  Office  of  Special  Counsel  alleging  the  occurrence  of  a  pro- 
hibited personnel  practice  based  on  the  employee's  "whistleblowing."  The 
Board  also  has  the  responsibility  to  review  the  merit  systems  in  the  Execu- 
tive branch  to  ensure  that  they  are  free  of  prohibited  personnel  practices 
and  to  identify  problems  in  the  merit  systems  and  needed  changes.  Consist- 
ent with  this  responsibility,  the  Board  is  charged  with  reviewing  significant 
actions  and  regulations  of  the  Office  of  Personnel  Management  (OPM)  to 
determine  whether  they  are  in  accord  with  merit  system  principles. 

2.  What  do  you  believe  to  be  the  major  challenges  facing  the  MSPB  and  how  do 
you  propose  to  address  them?  How  will  these  challenges  be  affected  by  the  stream- 
lining and  downsizing  measures  taking  place  in  government? 

The  major  challenge  of  the  MSPB  is  to  continue  to  adjudicate  cases  care- 
fully, fairly  and  judiciously  at  a  time  of  increased  workloads  and  fewer  re- 
sources. As  a  result  of  downsizing,  the  MSPB  will  likely  have  a  rising  case 
load  and  limited  resources.  The  Board  should  continue  to  assess  its  case 
management  process  to  identify  additional  improvements  which  will  allow 
the  more  efficient  adjudication  of  cases  without  injuring  due  process  and 
the  quality  of  its  decisions. 

3.  What  do  you  consider  to  be  your  basic  role  and  responsibilities  as  a  member 
of  the  MSPB?  Describe  your  role  in  relation  to  the  Chairman  and  other  Members. 

As  a  member  of  the  MSPB,  my  basic  role  and  responsibilities  would  be  to 
adjudicate  cases  in  a  fair  manner  consistent  with  the  governing  statutes. 
My  role  in  relation  to  the  Chairman  and  other  Members  would  be  to  work 
towards  a  common  effort  of  handling  cases  in  a  fair  and  expeditious  fashion. 
I  look  forward  to  a  collegial  relationship  with  Chairman  Erdreich  and  Mem- 
ber Amador.  With  these  other  two  members  of  the  Board,  I  will  also  work 
to  ensure  that  the  Board  conducts  thorough  annual  oversights  of  OPM  rules 
and  regulations  as  required  by  statute  and  identifies  issues  which  the 
Board  should  review  as  part  of  its  duty  to  prepare  studies  of  the  merit  sys- 
tem principles.  Finally,  my  role  would  be  to  assist  the  Chair  with  any  ad- 
ministrative responsibilities  affecting  the  operations  and  mission  of  the 
Agency  and  to  assume  such  responsibilities  in  his  absence. 

4.  What  objectives  would  you  like  to  achieve  in  your  tenure  as  a  member?  Why 
do  you  believe  these  objectives  are  important  to  the  MSPB  and  government?  How, 
if  at  all,  do  they  promote  a  smaller  and  more  efficient  government  workforce? 

My  chief  objective  would  be  to  earn  a  reputation  among  all  who  deal  with 
the  MSPB  as  a  fair  and  responsible  adjudicator  of  cases.  I  believe,  that  both 
appearing  to  and  actually  rendering  fair  decisions  in  accordance  with  the 
law,  is  the  most  important  objective  for  the  MSPB  and  the  government.  To 
the  extent  that  MSPB  decisions  on  applicable  law  are  clearly  written  and 
provide  a  fair  application  of  the  law,  they  will  promote  sound  and  efficient 
personnel  decisions  by  government  agencies  and  ensure  that  government 
agency  actions  conform  with  Congressional  policy  so  that  they  will  be 
upheld  upon  review. 

5.  How  do  you  envision  your  relationship  and  the  nature  of  your  responsibilities 
as  they  relate  to: 

(a)  the  President 

(b)  the  Congress 

(c)  Executive  Branch  Agencies 
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(d)  the  Office  of  Personnel  Management 

(e)  the  Federal  Labor  Relations  Authority 

(f)  the  Equal  Employment  Opportunity  Commission 

(g)  the  Omce  of  Government  Ethics 
(h)  the  Office  of  Special  Counsel 

(a)  The  President.  As  set  forth  by  statute,  the  Merit  Systems  Protection 
Board  is  an  independent  agency.  As  an  adjudicator  of  actions  by  Executive 
branch  agencies,  it  performs  a  quasi-judicial  function  which  requires  that 
it  rigorously  maintain  this  independence.  The  Board  does,  however,  also 
have  a  responsibility  to  the  President  for  reporting  to  him  on  the  condition 
of  the  Federal  employment  system  as  it  relates  to  maintaining  and 
strengthening  merit  principles  and  remaining  free  of  prohibited  personnel 
practices. 

(b)  The  Congress.  The  Board  is  responsible  to  the  Congress  for  carrying 
out  its  statutory  mandates  as  prescribed  by  the  Civil  Service  Reform  Act, 
the  Whistleblower  Protection  Act  of  1989,  and  other  relevant  laws  which 
Congress  has  enacted.  The  Board  is  also  responsible  for  reporting  to  Con- 
gress on  the  implementation  and  effectuation  of  its  statutorily  mandated 
functions. 

(c)  Executive  Branch  Agencies.  Charged  with  the  responsibility  of  adju- 
dicating cases  involving  personnel  actions  and  alleged  prohibited  personnel 
practices  taken  by  Federal  agencies,  the  Board  must  maintain  its  independ- 
ence from  the  agencies.  The  Board  should  also  keep  managers  of  the  agen- 
cies informed  through  its  decisions  and  reports  of  the  nature  of  their  obliga- 
tion to  implement  merit  system  principles.  In  its  statutory  role  of  conduct- 
ing studies  of  the  civil  service  and  other  merit  systems  in  the  Executive 
branch,  the  Board  should  consult  with  the  agencies  on  the  development  of 
studies  relating  to  these  issues. 

(d)  The  Office  of  Personnel  Management.  As  is  the  case  with  other  Fed- 
eral agencies,  the  MSPB  acts  in  a  quasi-judicial  capacity  with  respect  to 
many  matters  in  which  the  0PM  has  a  direct  interest.  These  matters  might 
include  MSPB  review  of  0PM  rules  and  regulations,  MSPB  adjudication  of 
cases  in  which  the  0PM  has  intervened  to  express  its  views  regarding  its 
personnel  management  interests  with  respect  to  the  Federal  workforce,  and 
MSPB  adjudication  of  cases  involving  OPM's  own  internal  personnel  ac- 
tions. With  respect  to  all  such  matters,  the  MSPB  must  retain  an  arm's 
length  relationship  with  0PM,  appropriate  to  the  MSPB's  quasi-judicial 
role.  The  MSPB  must  also,  however,  recognize  the  legitimate  authority  of 
the  0PM,  as  Congress  has  defined  that  authority,  with  regard  to  the  estab- 
lishment of  Federal  personnel  policies  and  practices.  The  Board  should  also 
cooperate  with  0PM  in  addressing  issues  of  maintaining  an  effective  and 
efficient  Federal  workforce  consistent  with  and  dedicated  to  the  mainte- 
nance of  merit  system  principles. 

(e)  The  Federal  Labor  Relations  Authority.  Both  the  MSPB  and  the  FLRA 
act  as  adjudicatory  bodies  in  areas  of  Federal  personnel  law.  However,  the 
FLRA  is  chiefly  responsible  for  handling  cases  involving  labor-management 
relations  and  is  responsible  for  issuing  negotiability  decisions,  i.e.  determin- 
ing whether  certain  issues  are  subject  to  the  collective  bargaining  process, 
and  adjudicating  cases  involving  unfair  labor  practice  complaints.  The 
MSPB  is  more  concerned  with  individual  personnel  actions. 

(f)  The  Equal  Employment  Opportunity  Commission.  I  would  envision  ef- 
forts to  cooperate  with  the  EEOC  on  case  handling  procedures  and  explore 
cooperation  with  the  EEOC  at  both  staff  and  member  levels  for  the  purpose 
of  exchanging  information  and  providing  training  on  issues  of  common  con- 
cern. 

(g)  The  Office  of  Crovernment  Ethics.  Members  and  employees  of  the 
Board  are  subject  to  the  same  ethical  determinations  as  employees  of  other 
agencies.  In  some  instances,  issues  involving  ethical  misconduct  may  be 
raised  and  adjudicated  in  cases  before  the  MSPB. 

(h)  The  Office  of  Special  Counsel.  As  a  result  of  the  Whistleblower  Protec- 
tion Act  of  1989,  the  Office  of  Special  Counsel  is  a  separate  statutory  entity. 
It  is  responsible  for  investigating  allegations  by  employees  of  reprisal  and 
prohibited  personnel  practices,  prosecuting  such  cases  and  seeking  correc- 
tive action  before  the  Board.  It  thus  serves  as  a  party  in  Board  proceedings 
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and  with  respect  to  such  matters,  the  MSPB  should  maintain  an  arm's 
length  relationship  with  the  Office  of  Special  Counsel. 

III.  MSPB  POLICY  AND  MANAGEMENT  ISSUES 

1.  As  part  of  National  Performance  Review  Initiatives,  it  has  been  suggested  that 
certain  functions  of  the  MSPB,  EEOC,  OGE,  and  OSC  be  consolidated  into  one  or 
more  agencies  to  achieve  cost  savings  and  simplify  appeals  and  complaints  proce- 
dures. Before  the  Civil  Service  Reform  Act  of  1978,  the  functions  of  these  agencies, 
in  addition  to  those  of  0PM,  were  administered  by  a  single  agency,  the  U.S.  Civil 
Service  Commission. 

(a)  What  are  your  views  about  consolidating  the  functions  of  these  agencies? 

At  the  present  time,  I  have  no  well-defined  views  on  consolidation  of  these 
several  agencies.  Consolidation  and  other  measures  to  provide  cost-savings 
should  be  encouraged  so  long  as  it  does  not  impair  the  statutorily-mandated 
roles  of  these  agencies.  I  would  want  to  fully  familiarize  myself  with  the 
legislative  history  of  the  Civil  Service  Reform  Act,  the  Congressional  ration- 
ale for  the  separation  of  these  agencies,  the  specific  functions  of  each  of 
these  agencies  and  the  recommendations  of  the  National  Performance  Re- 
view Initiatives  before  coming  to  any  conclusions.  I  would  also  want  to  con- 
sult with  the  managers  of  these  separate  agencies  and  with  experts  in  the 
area  and  survey  the  Federal  workforce.  Federal  management  representa- 
tives and  other  constituencies  of  these  agencies  before  coming  to  any  view- 
point. 

(b)  What  other  steps  do  you  think  could  be  taken  to  cut  costs  and  simplify  appeals 
and  complaints  procedures  of  the  referenced  agencies? 

I  understand  that  a  Board  task  force  is  currently  meeting  to  address  such 
issues.  I  would  want  to  consider  their  specific  findings  and  recommenda- 
tions. At  the  present  time,  I  do  not  think  that  I  have  enough  information 
to  provide  a  well-considered  response. 

2.  Since  the  MSPB  was  established  in  1978,  its  appellate  procedures  have  become 
more  complex — and  increasingly  "judicialized".  In  fact,  the  MSPB  describes  itself  as 
an  "independent,  quasi-judicial  agency  in  the  Executive  branch."  Initially,  MSPB 
cases  were  heard  and  decided  in  its  regional  offices  by  employees  known  as  "presid- 
ing officials."  In  recent  years,  the  grade  level  of  these  employees  was  raised  to  GS- 
15  and  the  working  title  changed  to  "administrative  judge."  It  has  been  proposed 
that  these  employees  wear  robes  while  presiding  over  hearings,  and  the  union  rep- 
resenting MSPB  administrative  judges  has  hired  a  lobbyist  to  assist  in  passing  leg- 
islation to  elevate  these  employees  to  administrative  law  judges.  Administrative  law 
judges,  by  statute,  enjoy  higher  salaries  and  are  not  subject  to  performance  apprais- 
als. 

(a)  What  are  your  views  on  the  so-called  judicialization  of  MSPB  procedures?  Do 
you  believe  a  court-like  procedure  is  necessary  to  provide  due  process  to  employees? 
Are  independent  administrative  law  judges  necessary  to  ensure  a  fair  MSPB  proc- 
ess? 

I  am  aware  of  the  perception  that  the  MSPB  procedures  have  become  more 
complex  and  increasingly  "judicialized"  but  am  also  aware  that  certain 
steps  have  been  taken  by  the  Board  in  recent  years  to  limit  this  trend.  Be- 
fore coming  to  a  conclusion  on  whether  administrative  law  judge  status  is 
necessary,  appropriate  or  advisable  for  ensuring  a  fair  MSPB  process,  I 
would  want  to  identify  and  more  closely  review  the  concerns,  if  any,  that 
administrative  judges  may  have  over  their  ability  to  render  fair  and  impar- 
tial decisions  in  accordance  with  the  applicable  law  as  well  as  the  relation- 
ship of  a  change  in  their  status  to  improvements  in  the  current  system.  I 
do  not  believe  that  the  "wearing  of  robes"  per  se  elevates  the  status  of  deci- 
sion-makers or  the  quality  of  their  decisions  and  I  do  not  believe  that  a 
"courtlike"  procedure  is  necessarily  needed  to  provide  due  process  to  em- 
ployees. Moreover,  I  believe  that  making  processes  "too  formal"  may  under- 
mine the  parties'  legitimate  due  process  rights,  since  such  rights  should  be 
understood  to  include  the  right  to  reasonably  expeditious  decisions  as  well 
as  the  right  to  relatively  inexpensive  access  to  the  adjudication  process. 

(b)  According  to  MSPB  figures,  approximately  50%  of  employees  who  utilize  its 
processes  appear  pro  se  or  without  legal  representation.  What  steps  would  you  advo- 
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cate  as  a  member  of  the  MSPB  to  make  its  procedures  more  "user  friendly"  to  those 
who  appear  without  representation? 

In  order  to  encourage  "user  friendly"  procedures,  I  would  advocate  review- 
ing all  ways  in  which  a  customer  comes  into  touch  with  an  agency  and  pro- 
vide that  forms,  letters,  and  Orders  issued  by  the  Board  are  "in  plain  Eng- 
lish" and  have  a  simple,  understandable  format.  I  would  also  review  the 
"costs"  involved  in  case  processing  to  determine  if  they  could  be  reduced. 

(c)  MSPB  reports  that  49%  of  its  cases  were  settled  in  1994.  What  are  your  views 
concerning  its  settlement  rate?  Would  you  encourage  or  discourage  further  emphasis 
on  settlement  and  why?  How  would  you  ensure  that  parties  are  not  unduly  pres- 
sured to  settle  cases? 

Without  more  information  and  knowledge  of  the  identifiable  reasons  for  this 
settlement  rate,  I  would  not  want  to  comment  on  this  figure.  Generally,  I 
think  that  settlement  of  disputes  in  our  justice  system,  whether  at  the 
MSPB  or  in  other  judicial  forums,  is  positive  as  long  as  both  parties  under- 
stand the  process,  protections  are  in  place  to  ensure  that  the  due  process 
rights  of  the  parties  are  not  violated,  settlement  procedures  are  publicly 
available  and  there  are  measures  to  ensure  that  undue  pressure  to  settle 
are  not  brought  to  bear  upon  the  parties.  I  would  encourage  further  empha- 
sis on  settlement  because  I  think  that  mutual  agreement  on  how  to  resolve 
adverse  interests  of  parties  is  usually  better  than  a  decision  from  a  third 
party  who,  at  best,  may  only  have  a  understanding  of  the  parties'  respective 
interests  and  only  a  limited  ability  to  "impose"  an  effective  and  satisfactory 
solution  on  the  parties  to  the  dispute. 

I  would  also  review  the  results  of  the  current  pilot  program  in  the  Atlanta 
region  which  I  understand  assigns  settlement  to  a  specially  designated  "set- 
tlement" administrative  judge.  I  would  also  encourage  maintaining  that  op- 
tion, which  I  understand  is  currently  available  in  other  regions,  that  per- 
mits any  party  to  obtain  a  special  judge  for  settlement  discussions  who  is 
different  from  the  judge  who  will  ultimately  adjudicate  the  case.  I  would 
also  encourage  further  training  courses  in  settlement  activities.  I  also 
wholeheartedly  support  the  Board  practice  of  reviewing  any  claim  that  a 
settlement  occurred  as  a  result  of  undue  pressure. 

(d)  What  other  alternative  dispute  resolution  processes  would  you  advocate  to 
make  MSPB  processes  simpler  and  more  efficient  without  impairing  due  process 
rights? 

Other  than  assuring  that  MSPB  processes  are  fair,  I  would  be  open  to  dis- 
cussing other  ways  in  which  agencies  themselves  might  engage  in  dispute 
resolution  before  a  case  is  appealed  to  the  Board. 

3.  Some  representatives  in  the  civil  service  community  complain  that  the  decisions 
of  MSPB  administrative  judges  have  become  increasingly  technical  and  preoccupied 
with  procedural  complexities  rather  than  concerned  with  the  facts  and  equities  of 
the  cases  before  them.  In  fact,  according  to  MSPB  figures,  only  10%  of  its  appeals 
in  1994  resulted  in  the  reversal  of  agency  action.  Alternatively,  it  is  believed  in 
some  quarters  that  employees  have  a  better  chance  of  succeeding  if  they  pursue  ar- 
bitration through  a  negotiated  grievance  procedure  or  file  an  EEO  complaint. 

(a)  What  is  your  reaction  to  this  perception? 

I  think  it  is  important  to  ensure  that  MSPB  judges  show  in  their  decisions 
that  they  are  concerned  with  the  facts  and  equities  of  cases  before  them  at 
the  same  time  that  they  are  required  to  abide  by  any  statutorily-mandated 
technical  provisions.  Without  further  information  and  study,  I  cannot  as- 
sess the  meaning  of  a  10%  reversal  rate  vis-a-vis  the  complaint  that  deci- 
sions have  become  too  technical.  (Such  a  low  figure  of  reversal  of  agency 
actions  could  also  mean  that  the  agencies  are  generally  complying  with  the 
standards  for  action  set  forth  in  the  statute.)  I  think  that  the  perception 
that  employees  have  a  better  chance  of  succeeding  at  arbitration  may  be 
due,  in  part,  to  the  tendency  of  arbitrators  to  phrase  their  decisions  in  "non- 
technical" language  and  to  draft  decisions  arising  out  of  language  agreed 
to  by  an  employer  and  a  union — with  such  language  more  often  being  in 
"plain  English".  I  also  believe  that  the  fact  that  in  a  negotiated  grievance 
procedure,  the  exclusive  representative  serves  to  separate  nonmeritorious 
from  meritorious  grievances  and  that  the  union  may  elect  not  to  process  the 
nonmeritorious  cases  to  arbitration  means  that  the  union  may  ultimately 
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have  a  higher  success  rate  in  arbitration.  In  addition,  the  union's  role  in 
the  negotiated  grievance  and  arbitration  process  as  an  advocate  for  the  em- 
ployee, likely  contributes  to  the  perception  that  an  employee  has  a  better 
chance  of  succeeding  in  arbitration.  I  am  not  aware  of  the  arguments  that 
an  employee  is  more  likely  to  prevail  through  the  filing  of  an  EEO  com- 
plaint and  do  not  feel  sufficiently  knowledgeable  to  comment  on  an  employ- 
ee's better  chance  of  succeeding  in  that  forum  or  to  the  perception  that  an 
employee  has  a  better  chance  in  the  EEO  forum. 

(b)  Do  you  believe  that  this  is  an  area  that  warrants  the  Board's  attention? 

If  I  find  after  further  thorough  review  that  the  Board's  decisions  are  overly 
technical  then  I  think  that  it  is  an  issue  that  warrants  the  Board's  atten- 
tion. I  would  be  interested  in  examining  more  closely  the  significance  of 
Board  reversal  rates.  However,  I  would  note  that  the  Board  is  an  adjudica- 
tory agency  which  has  the  statutory  responsibility  of  considering  the  facts 
of  each  case  and  applying  the  applicable  law.  It  was  not  intended  to  be  the 
advocate  of  a  particular  party  in  any  case. 

4.  MSPB  attorneys,  including  its  administrative  judges,  are  currently  organized 
as  a  union  with  full  collective  bargaining  rights  and  other  union  attributes  under 
Chapter  71  of  title  5,  United  State  Code.  Aside  from  whether  or  not  it  is  legally  per- 
missible, is  it  consistent  with  the  attorney-client  privilege  and  other  professional  re- 
sponsibilities for  agency  attorneys  to  be  so  organized  and  engaged  in  collective  bar- 
gaining with  their  agency  client? 

This  is  an  area  which  I  would  have  to  study  in  depth  before  providing  a 
legal  opinion.  Without  a  complete  review  and  analysis  of  the  relevant  legal 
doctrines  and  arguments  regarding  this  issue  I  cannot  say  whether  or  not 
it  would  always  be  consistent  with  the  attorney-client  privilege  for  MSPB 
attorneys  to  be  organized  and  engage  in  collective  bargaining  with  their 
agency  client. 

5.  Under  Executive  Order  12871,  the  President  implemented  a  program  of  labor- 
management  partnerships.  In  drafting  a  partnership  agreement  under  the  Execu- 
tive Order,  the  MSPB  attorney  union  opposed  inclusion  of  representatives  of  other 
employee  groups.  What  is  your  perception  of  this  position?  As  a  member  of  the 
Board,  would  you  advocate  representation  of  all  employee  groups,  whether  organized 
under  collective  bargaining  agreements  or  not,  in  a  labor-management  partnership? 
Explain  your  position. 

Without  knowing  additional  facts,  and  without  studying  the  relevant  legal 
issues  and  arguments,  I  cannot  assess  the  legitimacy  of  the  positions  and 
concerns  taken  by  the  MSPB  attorney  union.  I  can  say  that,  as  a  general 
matter,  I  would  hope  that  cooperative  arrangements  could  be  designed 
which  would  generate  the  benefits  of  participation  by  all  employee  groups 
without  impinging  on  any  group's  legitimate  interests. 

6.  In  the  past,  0PM  and  MSPB  have  disagreed  about  what  oversight  0PM  should 
have  over  MSPB  operations.  Since  0PM  has  now  been  downsized  and  its  resources 
greatly  reduced,  how  can  the  MSPB  be  held  accountable  for  the  integrity  of  its  oper- 
ations and  what  steps  should  be  taken  to  conduct  external  and  independent  over- 
sight? 

The  MSPB  can  be  held  accountable  for  the  integrity  of  its  operations 
through  audits,  investigations  and  other  internal  control  evaluations  con- 
ducted by  its  Office  of  Inspector  General  as  well  as  through  reports  on  its 
operations  by  the  Government  Accounting  Office  and  other  forms  of  Con- 
gressional oversight. 

7.  By  statute  the  MSPB  is  required  to  conduct  "from  time  to  time,  special  studies 
relating  to  the  civil  service  and  to  other  merit  systems  in  the  Executive  branch  .  .  ." 
In  response  to  this  mandate,  MSPB  has  issued  a  variety  of  reports  on  topics  such 
as  sexual  harassment,  OPM's  classification  and  qualifications  system,  and  other 
Federal  personnel  management  issues. 

(a)  What  are  your  views  concerning  this  function?  What,  if  any,  relationship  do 
you  see  between  this  program  and  the  Board's  adjudicative  responsibilities?  Do  you 
have  any  suggestions  for  future  study  topics? 

I  think  that  the  function  can  be  valuable  depending  upon  the  relevance  of 
the  studies,  their  quality,  and  the  extent  to  which  they  are  made  known 
to  and  utilized  by  policymakers  in  the  Executive  branch  and  in  the  Con- 
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gress.  I  think  that  the  program  can  provide  the  Board  and  policymakers 
with  useful  information  and  a  broader  policy  view  of  what  is  happening 
with  the  Federal  workforce  than  is  achievable  through  the  Board's  adjudica- 
tive responsibilities.  However,  I  understand  that  this  function,  which  was 
mandated  by  Congress,  is  separate  from  the  Board's  adjudicative  respon- 
sibilities. I  would  review  in  detail  the  studies  already  completed  and  con- 
sider staff  recommendations  before  making  any  suggestions  for  future  study 
topics. 

IV.  RELATIONS  WITH  CONGRESS 

1.  Do  you  agree  without  reservation  to  respond  to  any  reasonable  summons  to  ap- 
pear and  testify  before  any  duly  constituted  committee  of  the  Congress  if  you  are 
confirmed? 

Yes. 

2.  Do  you  agree  without  any  reservation  to  reply  to  any  reasonable  request  for 
information  from  any  duly  constituted  committee  of  the  Congress  if  confirmed? 

Yes. 

Senator  Stevens.  Thank  you  very  much. 

Mr.  Lew,  you  come  highly  recommended  to  me  by  Chuck 
Konigsberg  who  served  on  our  staff.  When  I  heard  you  had  been 
nominated  and  wanted  to  visit  with  me,  I  called  him,  as  you  may 
or  may  not  know.  I  asked  if  he  recommended  you,  and  he  said  yes. 
I  said  "tell  him  I  do  not  need  to  talk  to  him."  So  we  are  happy  to 
have  you  here. 

TESTIMONY  OF  JACOB  JOSEPH  LEW,  OF  MARYLAND,  TO  BE 
DEPUTY  DIRECTOR,  OFFICE  OF  MANAGEMENT  AND  BUDGET 

Senator  STEVENS.  Mr.  Lew,  do  you  have  family  members  here? 

Mr.  Lew.  I  do,  Senator.  Thank  you  very  much. 

I  would  like  to  introduce  my  family,  my  wife  Ruth,  my  daughter 
Shoshana,  my  son  Danny  and  my  mother  Ruth.  As  so  many  of  us 
in  this  room  know  so  well,  the  real  sacrifice  to  public  service  is 
borne  by  our  families  who  have  to  put  up  with  often  terrible  hours 
and  terrible  pressures,  and  I  am  very  grateful  that  my  family  has 
been  very  understanding  and  permitted  me  to  pursue  a  career  of 
my  choice. 

Senator  Stevens.  You  are  right.  Thank  you  very  much.  We  wel- 
come you  here,  and  the  record  will  show  you  have  been  here  with 
your  family  members. 

Mr.  Lew.  I  want  to  make  special  note  of  my  mother  who  taught 
me  at  a  very  early  age  to  take  note  of  and  responsibility  for  prob- 
lems that  would  often  be  easier  to  ignore.  That  very  much  has  mo- 
tivated my  interest  in  public  policy,  and  it  is  special  to  me  that  she 
could  be  with  me  this  morning. 

I  am  grateful  to  Senator  Kennedy  for  his  gracious  introduction. 
My  family  roots  in  New  York  and  my  professional  roots  in  Massa- 
chusetts are  very  well  represented  in  this  room  today. 

I  am  honored  by  President  Clinton's  decision  to  place  my  name 
in  nomination  to  be  Deputy  Director  of  the  Office  of  Management 
and  Budget.  0MB  is  entrusted  with  enormous  responsibilities,  very 
broad  responsibilities,  and  I  am  grateful  both  to  the  President  and 
to  0MB  Director  Alice  Rivlin  for  entrusting  me  with  their  con- 
fidence. 

The  challenge  of  public  service  is  to  try  and  resolve  public  issues 
so  that  the  future  for  all  Americans  can  be  a  better  one.  In  spite 


19 

of  the  somewhat  heated  nature  of  debates  these  days  in  Washing- 
ton, I  still  believe  that  public  service  is  the  highest  calling  and  I 
very  much  appreciate  the  President's  nomination  and  it  will  give 
me  hopefully  the  opportunity  to  continue  to  serve. 

I  appreciate  the  Committee  staffs  cooperation  and  help  in  mov- 
ing my  nomination  along  speedily.  I  very  much  understand  how 
difficult  this  process  is  for  them,  and  I  am  grateful  for  that. 

Senator  Stevens,  thank  you  for  welcoming  me  here  this  morning. 
If  there  are  any  questions,  I  would  be  delighted  to  answer  them. 

[The  biographical  statement  of  Mr.  Lew  follows:] 

BIOGRAPHICAL  AND  FINANCIAL  INFORMATION  REQUESTED  OF 

NOMINEES 

A.  BIOGRAPHICAL  INFORMATION 

1.  Name:  Jacob  Joseph  Lew/Jack  Lew 

2.  Position  to  which  nominated: 

Deputy  Director,  Office  of  Management  and  Budget 

3.  Date  of  Nomination:  May  2,  1995 

4.  Address:  Home:  12107  Greenleaf  Avenue,  Potomac,  Maryland  20854 
Work:  Room  243,  Old  Executive  Office  Building 

5.  Date  and  place  of  birth:  August  29,  1955,  New  York,  NY 

6.  Marital  status:  Married  to  Ruth  N.  Schwartz 

7.  Names  and  ages  of  children:  Shoshana  M.  Lew  12,  Isaac  Daniel  Lew  9 

8.  Education: 

Forest  Hills  High  School,  1969-1972,  graduated  6/72 

Carleton  College,  1972-1973 

Harvard  College,  1975-1978,  A.B.  1978 

Georgetown  University  Law  School,  1979-1983,  J.D.  1983 

9.  Employment  Record: 

Associate  Director  for  Legislative  Affairs,  Executive  Office  of  the  President, 
Office  of  Management  and  Budget,  October  1994  to  Present — Coordinate 
OMB's  congressional  and  legislative  affairs  functions. 

Special  Assistant  to  the  President,  Executive  Office  of  the  President,  The 
White  House,  February  1993  to  October  1994 — Responsible  for  policy  devel- 
opment, legislative  strategy,  and  congressional  liaison  on  health  care  and 
national  service  issues. 

Executive  Director,  Center  for  Middle  East  Research,  January  1992  to  Feb- 
ruary 1993 — Founding  director  of  non-profit  research  center;  editor  of  week- 
ly newsletter  on  region. 

Partner,  Van  Ness,  Feldman  &  Curtis,  January  1987  to  December  1991 — 
Transactional,  regulatory  and  legislative  law  practice  specializing  in  renew- 
able electric  power  project  development  and  health  policy. 

Issues  Director,  Campaign  '88,  Democratic  National  Committee,  August 
1988  to  November  1988--Coordinated  presidential  campaign  with  congres- 
sional and  DNC  efforts.  Worked  closely  on  developing  and  building  support 
for  domestic  policies. 

Assistant  Director  and  Executive  Director,  U.S.  House  of  Representatives, 
Democratic  Steering  and  Policy  Committee,  August  1979  to  January  1987 — 
Principal  domestic  policy  advisor  to  House  Speaker  Thomas  P.  O'Neill,  J: 

Deputy  Director,  Office  of  Program  Analysis,  City  of  Boston,  Office  of  Man- 
agement and  Budget,  1978  to  1979 — Designed  plan  to  increase  police  visi- 
bility through  improved  deployment;  coordinated  project  to  increase  public 
participation  in  setting  budget  priorities. 

10.  Military  service:  None. 
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11.  Government  experience: 

September  1973-February  1974 

Intern  for  U.S.  Representative  Bella  S.  Abzug  (D-NY) 

February  1974-August  1975 

Legislative  aide  to  U.S.  Representative  John  Joseph  Moakley  (D-MA). 

12.  Previous  appointments:  None. 

13.  Business  relationships:  None  since  February  1993,  at  which  time,  upon  joining 
the  White  House  staff  I  resigned  positions  as  an  officer  and  board  member  of  several 
501(c)(3)  organizations. 

14.  Memberships: 

D.C.  Bar  Association 

Massachusetts  Bar  Association 

Beth  Sholom  Congregation 

Adas  Israel  Congregation 

Jewish  Community  Center  of  Greater  Washington 

15.  Political  affiliations  and  activities: 

(a)  List  all  offices  with  a  political  party  which  you  have  held  or  any  public  office 
for  whgich  you  have  been  a  candidate. 

None. 

(b)  List  all  memberships  and  offices  hel  in  and  services  rendered  to  all  political 
parties  or  election  committees  during  the  last  10  years. 

Democratic  National  Committee,  Campaign  '88  Issues  Director,  August  to 
November  1988. 

(c)  Itemize  all  political  contributions  to  any  individua,  campaign  organization,  po- 
litical party,  political  action  committee,  or  similar  entity  of  $50  or  more  for  the  past 
5  years. 

Honorable  Sam  Gedjenson,  $250  contribution  to  1992  campaign 
Honorable  Stephen  J.  Solarz,  $100  contribution  to  1992  campaign 

16.  Honors  and  awards:  Graduated  Harvard  College,  magna  cum  laude 

17.  Published  writings:  Editor  of  Middle  East  Week,  a  publication  of  the  Center 
for  Middle  East  Research,  July-December  1992;  reporter  for  the  Harvard  Crimson 
and  the  Carletonian  during  college  but  copies  of  articles  are  not  readily  available. 

18.  Speeches:  None  with  formal  remarks. 

19.  Congressional  testimony:  None. 

20.  Selection: 

(a)  Do  you  know  why  you  were  chosen  for  this  nomination  by  the  President? 

No,  however,  I  believe  that  my  selection  is  based  on  the  experience  and 
qualifications  described  below  in  section  (b)  of  this  question. 

(b)  What  do  you  believe  in  your  background  or  employment  experience  affirma- 
tively qualifies  you  for  this  particular  appointment? 

As  a  senior  policy  advisor  to  the  Speaker  of  the  House  I  was  responsible 
for  staffing  the  House  leadership  on  budget  and  appropriations  issues,  as 
well  as  tax  policy,  health  care  and  social  security  policy.  I  worked  closely 
with  the  House  committees  as  they  developed  legislation  for  the  floor  and 
served  as  a  liaison  between  the  House  leadership  and  the  White  House,  and 
the  Senate  leadership. 

I  have  served  on  the  White  House  staff  and  at  the  Office  of  Management 
and  Budget  with  responsibility  for  policy  development  and  legislative  strat- 
egy on  a  broad  range  of  issues.  As  Special  Assistant  to  the  President  and 
General  Counsel  for  National  Service,  I  was  responsible  for  policy  develop- 
ment and  the  drafting  of  the  national  service  initiative.  I  worked  closely 
with  the  House  and  Senate  as  Congress  worked  on  the  legislation.  On  the 
health  care  reform  effort  I  worked  closely  with  the  House  committees  in 
their  effort  to  develop  compromise  legislation. 

As  Associate  Director  of  the  Office  of  Management  and  Budget,  I  have 
crosscutting  responsibilities  and  work  with  all  divisions  within  0MB  to  co- 
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ordinate  Administration  efforts  on  budget  and  appropriations  related  mat- 
ters, and  continue  to  work  closely  with  the  Director  and  the  White  House 
staff  on  the  development  of  Administration  policy. 

B.  FUTURE  EMPLOYMENT  RELATIONSHIPS 

1.  Will  you  sever  all  connections  with  your  present  employers,  business  firms, 
business  associations  or  business  organizations  if  you  are  confirmed  by  the  Senate? 

All  such  relationships  have  already  been  severed. 

2.  Do  you  have  any  plans,  commitments  or  agreements  to  pursue  outside  employ- 
ment, with  or  without  compensation,  during  your  service  with  the  government?  If 
so,  explain. 

No. 

3.  Do  you  have  any  plans,  commitments  or  agreements  after  completing  govern- 
ment service  to  resume  employment,  affiliation  or  practice  with  your  previous  em- 
ployer, business  firm,  association  or  organization? 

No. 

4.  Has  anybody  made  a  commitment  to  employ  your  services  in  any  capacity  after 
you  leave  government  service? 

No. 

5.  If  confirmed,  do  you  expect  to  serve  out  your  full  term,  or  until  the  next  Presi- 
dential election,  whichever  is  applicable? 

Yes. 

C.  POTENTIAL  CONFLICTS  OF  INTEREST 

1.  Describe  all  financial  arrangements,  deferred  compensation  agreements,  and 
other  continuing  dealings  with  business  associates,  clients  or  customers. 

None. 

2.  Indicate  any  investments,  obligations,  liabilities,  or  other  relationships  which 
could  involve  potential  conflicts  of  interest  in  the  position  to  which  you  have  been 
nominated. 

None  that  I  am  aware  of 

3.  Describe  any  business  relationship,  deal  or  financial  transaction  which  you 
have  had  during  the  last  10  years,  whether  for  yourself,  on  behalf  of  a  client,  or 
acting  as  an  agent,  that  could  in  any  way  constitute  or  result  in  a  possible  conflict 
of  interest  in  the  position  to  which  you  have  been  nominated? 

As  a  private  attorney,  until  December  1991,  I  represented  a  number  of  cli- 
ents in  various  aspects  of  electric  power  project  development  and  finance, 
including  regulatory  practice  before  the  Federal  Energy  Regulatory  Com- 
mission. I  have  no  ongoing  interests  and  am  not  aware  of  any  cir- 
cumstances that  would  result  in  a  conflict  of  interests.  Such  activities  ended 
at  the  end  of  1991,  and  my  only  continuing  relationship  was  through  a  con- 
tractual severance  arrangement,  which  was  paid  out  in  1992.  After  leaving 
the  practice  of  law,  I  worked  for  a  year  prior  to  joining  the  Administration 
as  executive  director  of  the  Center  for  Middle  East  Research,  a  501(c)(3)  re- 
search organization. 

4.  Describe  any  activity  during  the  past  10  years  in  which  you  have  engaged  for 
the  purpose  of  directly  or  indirectly  influencing  the  passage,  defeat  or  modification 
of  any  legislation  or  affecting  the  administration  and  execution  of  law  or  public  pol- 
icy. 

In  1987  I  represented  the  Coalition  for  Health  Security,  a  group  of  organi- 
zations which  supported  catastrophic  health  legislation  which  was  pending 
at  the  time.  This  relationship  was  limited  to  the  period  of  time  when  that 
legislation  was  pending  before  Congress.  In  addition,  I  represented  Luz 
International  Limited,  a  company  which  formerly  developed  solar  electric 
power  plants  but  is  no  longer  in  business,  on  legislative  issues  related  to 
solar  electric  power.  I  have  no  ongoing  interests  and  am  not  aware  of  any 
circumstances  that  would  lead  to  a  conflict. 
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5.  Explain  how  you  will  resolve  any  potential  conflict  of  interest,  including  any 
that  may  be  disclosed  by  your  responses  to  the  above  items. 

As  indicated  above,  I  have  been  advised  that  I  have  no  current  conflicts. 
If  a  conflict  did  arise  in  the  future,  I  would  follow  the  guidance  of  the  ethics 
officer  of  the  Office  of  Management  and  Budget  and  take  appropriate  action 
to  negate  any  such  conflict. 

6.  Do  you  agree  to  have  written  opinions  provided  to  the  Committee  by  the  des- 
ignated agency  ethics  officer  of  the  agency  to  which  you  are  nominated  and  by  the 
Office  of  Government  Ethics  concerning  potential  conflicts  of  interest  or  any  legal 
impediments  to  your  serving  in  this  position? 

Yes. 

D.  LEGAL  MATTERS 

1.  Have  you  ever  been  disciplined  or  cited  for  a  breach  of  ethics  for  unprofessional 
conduct  by,  or  been  the  subject  of  a  complaint  to  any  court,  administrative  agency, 
professional  association,  disciplinary  committee,  or  other  professional  group?  If  so, 
provide  details. 

No. 

2.  Have  you  ever  been  investigated,  arrested,  charged  or  held  by  any  Federal, 
State,  or  other  law  enforcement  authority  for  violation  of  any  Federal,  State,  county 
or  municipal  law,  regulation  or  ordinance,  other  than  a  minor  traffic  offense? 

No. 

3.  Have  you  or  any  business  of  which  you  are  or  were  an  officer  ever  been  in- 
volved as  a  party  in  interest  in  any  administrative  agency  proceeding  or  civil  litiga- 
tion? 

No. 

4.  Have  you  ever  been  convicted  (including  plea  of  guilty  or  nolo  contendere)  of 
any  criminal  violation  other  than  a  minor  traffic  offense? 

No. 

5.  Please  advise  the  Committee  of  any  additional  information,  favorable  or  unfa- 
vorable, which  you  feel  should  be  considered  in  connection  with  your  nomination. 

None. 

E.  FINANCIAL  RECORD 
(Retained  in  Committee  Files) 


PREHEARING  QUESTIONS  FOR  JACOB  JOSEPH  LEW  TO  BE  DEPUTY 
DIRECTOR  OF  THE  OFFICE  OF  MANAGEMENT  AND  BUDGET 

I.  NOMINATION  PROCESS  AND  POTENTIAL  CONFLICTS 

1.  Why  do  you  believe  the  President  nominated  you  to  serve  as  Deputy  Director 
of  the  Office  of  Management  and  Budget?  What  particular  qualifications  do  you 
bring  to  the  position? 

Answer.  I  believe  that  I  was  nominated  for  this  position  because  my  experi- 
ence and  qualifications  will  allow  me  to  contribute  usefully  to  the  develop- 
ment and  implementation  of  Administration  policy  and  to  the  management 
of  the  Office  of  Management  and  Budget  (0MB). 

As  a  senior  policy  advisor  to  the  Speaker  of  the  House,  I  was  responsible 
for  staffing  the  House  leadership  on  budget  and  appropriations  issues,  as 
well  as  tax  policy,  health  care  and  Social  Security  policy.  I  worked  closely 
with  the  House  committees  as  they  developed  legislation  for  the  floor  and 
served  as  a  liaison  between  the  House  leadership  and  the  White  House  and 
the  Senate  leadership. 

I  have  served  on  the  White  House  staff"  and  at  0MB  with  responsibility  for 
policy  development  and  legislative  strategy  on  a  broad  range  of  issues.  As 
Special  Assistant  to  the  President  and  General  Counsel  for  National  Serv- 
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ice,  I  was  responsible  for  policy  development  and  the  drafting  of  the  na- 
tional service  initiative.  I  worked  closely  with  the  House  and  Senate  as 
Congress  worked  on  the  legislation.  On  the  health  care  reform  effort,  I 
worked  closely  with  the  House  committees  in  their  effort  to  develop  com- 
promise legislation. 

As  Executive  Associate  Director  of  0MB,  I  currently  have  crosscutting  re- 
sponsibilities and  work  with  all  divisions  within  0MB  to  coordinate  Admin- 
istration efforts  on  budget  and  appropriations  related  matters  and  continue 
to  work  closely  with  the  Director  and  the  White  House  staff  on  the  develop- 
ment of  Administration  policy. 

2.  Were  any  conditions,  expressed  or  implied,  attached  to  your  nomination  to  be 
Deputy  Director  of  the  Office  of  Management  and  Budget  (0MB)? 

Answer.  No. 

3.  Have  you  made  any  commitments  with  respect  to  the  policies  and  programs  you 
will  attempt  to  implement  as  Deputy  Director  of  0MB?  If  so,  what  are  they? 

Answer.  No. 

4.  Are  there  any  issues  involving  0MB  from  which  you  may  have  to  disqualify 
yourself?  If  so,  please  explain. 

Answer.  No. 

II.  ROLE  AND  RESPONSIBILITIES  OF  THE  0MB  DEPUTY  DIRECTOR 

1.  What  do  you  consider  your  primary  responsibilities  and  priorities  to  be  as  0MB 
Deputy  Director? 

Answer.  My  primary  responsibilities  and  priorities  as  Deputy  Director  of 
0MB  would  be  to  support  and  assist  the  Director  in  carrying  out  the  func- 
tions of  0MB  and  to  act  for  the  Director  when  she  is  absent. 

2.  With  the  creation  of  the  separate  0MB  Deputy  Director  for  Management  Posi- 
tion (to  fulfill  a  detailed  listing  of  duties  spelled  out  in  the  Chief  Financial  Officers 
Act),  would  you  favor  changing  the  name  of  the  Deputy  Director  to  "Deputy  Director 
for  Budget?  Would  you  favor  setting  forth  at  least  the  major  duties  of  the  Deputy 
Director  in  statutory  language,  with  perhaps  a  residual  (and  such  other  duties  as 
the  Director  may  assign)  category? 

Answer.  While  I  would  be  happy  to  review  any  proposals  the  Committee 
might  have,  I  believe  that  the  existing  formal  and  informal  delineation  of 
responsibilities  between  OMB's  two  Deputy  Directors  serves  the  Director 
and  the  Administration  well.  Regardless  of  their  titles,  OMB's  Deputy  Di- 
rectors must  have  a  close  working  relationship  to  achieve  the  necessary 
level  of  coordination  on  the  issues — nearly  all  or  which  cut  across  the  tradi- 
tional "management"  and  "budget"  lines — within  OMB's  purview. 

3.  Under  the  CFO  Act,  the  Deputy  Director  for  Management  is  charged  with  mon- 
itoring the  financial  execution  of  tne  budget.  How  does  this  function  relate  to  the 
duties  of  the  Deputy  Director  position  for  which  you  have  been  nominated?  Do  you 
think  that  the  respective  responsibilities  of  the  two  0MB  deputy  directors  are  clear- 
ly enough  delineated? 

Answer.  The  concept  of  0MB  2000  is  that  so-called  "management"  issues 
cannot  be  divorced  from  the  budget  process.  I  understand  that  prior  to  the 
implementation  of  0MB  2000,  both  Deputies  reported  to  the  Director  and 
worked  very  closely  with  the  Director  and  one  another  on  a  day-to-day 
basis.  0MB  2000  has  only  served  to  reinforce  the  desirability  of  such  a 
team  approach  especially  with  the  varied  backgrounds  we  all  bring  to  the 
challenge  of  managing  0MB.  Therefore,  I  think  it  would  be  counter- 
productive to  further  distinguish  the  roles  of  the  two  Deputies.  While  both 
Deputies  have  significant  responsibilities  to  discharge,  the  goal  should  be 
greater  coordination,  not  separation.  With  regard  to  financial  execution  of 
the  budget,  for  example,  the  Deputy  Director  for  Management  has  the  clear 
responsibility  for  monitoring  this  function,  but  both  Deputy  Directors  must 
be  aware  of  the  status  of  the  agencies'  work  in  this  area  and  the  informa- 
tion being  produced. 

4.  What  do  you  envision  your  relationship  and  the  nature  of  your  responsibilities 
to  be  as  they  relate  to  other  0MB  managers,  including:  (a)  the  Director  of  0MB; 
(b)  the  Administrator  of  the  Office  of  Information  and  Regulatory  Affairs  (OIRA); 
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(c)  the  Administrator  of  the  Office  of  Federal  Procurement  Policy  (OFPP);  (d)  the 
Director  of  the  Information  Security  Oversight  Office  (ISOO);  and  (e)  the  Associate 
Directors  of  0MB? 

Answer.  Under  OMB's  governing  statute  (as  amended  by  the  CFOs  Act),  the 
Deputy  Director  carries  out  the  duties  and  powers  prescribed  by  the  Direc- 
tor and  acts  as  the  Director  when  the  Director  is  absent  or  when  the  office 
of  Director  is  vacant.  The  Deputy  Director  for  Management,  subject  to  the 
direction  and  approval  of  the  Director,  performs  functions  related  to  finan- 
cial and  general  management,  and  any  other  functions  prescribed  by  the 
Director. 

The  Deputy  Director's  duties  are  not  statutorily  confined  to  non-manage- 
ment areas.  Similarly,  while  the  focus  of  the  Deputy  Director  for  Manage- 
ment is,  of  course,  management,  that  function  cannot  be  isolated  from  the 
other  functions  of  0MB.  The  Administrators  of  the  Office  of  Information 
and  Regulatory  Affairs  and  the  Office  of  Federal  Procurement  Policy  are  po- 
sitions at  Level  III  of  the  Executive  Schedule  and  report  to  the  Director/ 
Deputy  Director/Deputy  Director  for  Management  level  of  0MB.  This  is  also 
true  of  the  Associate  Directors  of  0MB,  which  are  SES  positions.  The  Direc- 
tor of  the  Information  Security  Oversight  Office  is  a  career  SES  position 
that  reports  to  the  Administrator  of  OIRA. 

Effective  management  of  0MB  depends  on  a  good  working  relationship 
among  the  top  officials  of  the  agency.  It  requires  teamwork  and  good  com- 
munication. I  believe  that  we  have  a  strong  collegial  management  team 
that  will  continue  to  work  together  effectively. 

5.  What  role  do  you  anticipate  playing  in  the  selection  of  individuals  for  appoint- 
ive positions  in  0MB  which  are  not  subject  to  Senate  confirmation? 

Answer.  As  Deputy  Director  of  0MB,  I  would  expect  to  provide  advice  to 
the  Director,  who  is  responsible  for  appointing  such  0MB  officials.  I  would 
seek  to  ensure  that  all  of  the  individuals  appointed  to  senior  positions  at 
0MB  are  eminently  capable  and  reliable.  The  qualifications  of  political  ap- 
pointees will,  of  course,  be  subject  to  White  House  review. 

6.  In  the  past,  OMB's  career  staff  has  been  characterized  as  providing  "neutral 
competence"  in  its  advice  to  the  President.  Of  late,  however,  some  have  perceived 
0MB  as  being  more  of  an  Administration  advocate  than  as  a  source  of  objective 
analysis.  What  are  your  views  on  this  perception?  What  actions  would  you  propose 
to  improve  OMB's  reputation  for  neutral  competence? 

Answer.  Having  worked  with  OMB's  career  staff  closely  over  the  past  two 
and  a  half  years,  my  own  observations  are  that  neutral  competence  remains 
the  hallmark  of  a  staff  that  consistently  produces  high  quality  analytic 
work.  If  a  different  perception  has  developed,  it  is  both  unfortunate  and 
contrary  to  my  observations.  I  am  strongly  committed  to  ensuring  that 
OMB's  career  staff  maintains  its  ability  to  provide  the  President  and  the 
Congress  with  accurate  and  timely  analysis. 

7.  Do  you  see  any  need  to  revise  OMB's  organizational  structure? 

Answer.  When  Leon  Panetta  and  Alice  Rivlin  assumed  responsibility  for 
0MB  at  the  beginning  of  the  Administration,  they  asked  for  a  comprehen- 
sive review  of  OMB's  organizational  structure  and  work  processes,  with  a 
view  towards  enabling  the  organization  to  serve  the  Director  and  the  Presi- 
dent as  effectively  as  possible.  The  results  of  that  review,  known  as  0MB 
2000,  were  announced  in  March  1994.  The  organizational  changes  proposed 
as  part  of  0MB  2000  were  implemented  in  April  1994.  Those  changes  were 
one  part  of  0MB  2000's  larger  set  of  reforms  designed  to  integrate  OMB's 
budget  and  management  responsibilities,  reforms  that  will  take  time  to  im- 
plement fully.  I  believe  that  further  major  organizational  changes  at  this 
time  would  disrupt  the  considerable  effort  OMB's  leadership  and  staff  are 
making  to  implement  0MB  2000  successfully. 

III.  ECONOMIC  AND  BUDGET  POLICY 

1.  President  Clinton  has  expressed  concern  that  moving  too  quickly  to  balance  the 
Federal  budget  would  depress  the  economy  and  has  argued  for  stretching  the  proc- 
ess from  7  years  to  10.  Unemployment  is  now  down  to  about  5V2  percent,  however, 
and  economists  expect  growth  to  reaccelerate  later  this  year.  Under  these  condi- 
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tijns,  wouldn't  it  be  very  timely  to  take  a  sizable  bite  out  of  the  Federal  deficit  in 
FY  1996? 

Answer.  In  February  1995,  the  President  proposed  significant  deficit  reduc- 
tion over  seven  years — $198  billion — in  non-defense  discretionary  programs 
in  his  1996  Budget.  In  June,  the  President  proposed  an  additional  $202  bil- 
lion in  deficit  reduction  over  seven  years  through  changes  in  mandatory 
programs.  These  savings  proposals  combined  eliminate  the  Federal  deficit 
by  2005,  a  time  frame  which  avoids  raising  concerns  about  the  health  of 
the  economy  and  enables  the  Federal  Government  to  continue  to  invest  in 
education,  training  and  other  priorities,  and  to  avoid  Medicare  cuts  that 
would  adversely  affect  beneficiaries. 

2.  Since  the  President's  February  budget  request,  which  proposed  very  little  defi- 
cit reduction  for  FY  1996  beyond  what  economic  growth  would  yield,  he  has  put 
forth  a  new  proposal  for  deficit  reduction  over  the  long  term  but  still  has  provided 
no  revised  request  for  FY  1996.  What  is  your  view  today  about  the  size  of  the  deficit 
we  should  strive  for  next  year  and  in  FY  1997? 

Answer.  I  support  the  Administration's  budget,  which  calls  for  deficit  reduc- 
tion of  $23  billion  in  1996  and  $18  billion  in  1997.  The  President's  plan  ade- 
quately balances  the  need  to  reduce  the  deficit  and  address  the  need  for 
prudent  investment  by  government.  This  balance  results,  under  the  Presi- 
dent's plan,  in  a  deficit  of  $163  biUion  in  1996  and  $179  billion  in  1997, 
with  deficits  declining  steadily  thereafter  until  the  budget  reaches  surplus 
in  2004. 

3.  What  are  your  views  on  the  budget's  role  in  sustaining  today's  environment  of 
relatively  low  inflation  and  interest  rates  and  on  possibilities  for  reducing  inflation 
further  in  the  1990's? 

Answer.  While  the  budget  is  not  the  sole  determinant  of  inflation  and  inter- 
est rates,  it  plays  an  important  role.  Both  inflation  and  interest  rates  can 
be  driven  by  expectations  of  future  inflation;  and  inflation  expectations  can 
be  driven  by  fears  that  the  budget  deficit  may  get  out  of  control.  There  have 
been  instances  in  other  countries  where  budget  deficits  grew  so  large  that 
the  only  option  for  public  policy  was  to  induce  rapid  inflation  to  depreciate 
the  public  debt.  To  the  extent  that  investors  fear  such  a  development,  they 
will  seek  protection  by  demanding  higher  interest  rates;  at  the  same  time, 
producers  will  seek  their  own  protection  by  demanding  higher  prices  and 
stockpiling  (and  thereby  bidding  up  the  prices  of)  materials.  The  President's 
1993  deficit  reduction  plan  brought  interest  rates  down  and  allowed  low  in- 
flation even  while  the  economy  grew  rapidly  because  it  reduced  fears  of  fu- 
ture deficits.  The  President's  balanced  budget  plan  should  have  a  similar 
effect,  though  other  influences,  including  monetary  policy,  would  certainly 
also  affect  the  final  outcome. 

4.  The  President  has  proposed  a  tax  credit  for  families  with  children  and  several 
other  tax  measures  that  would  lose  revenue,  which  has  the  potential  of  increasing 
the  deficit.  If  the  burden  of  Federal  deficits  will  be  borne  by  future  generations,  why 
should  future  families  in  effect  finance  tax  cuts  for  today's  families? 

Answer.  The  President  has  proposed  tax  cuts  that  make  sense  as  part  of 
a  broader  plan  to  both  eliminate  the  budget  deficit  and  protect  important 
investments  in  the  future.  The  President's  balanced  budget  plan  targets  tax 
relief  to  middle-income  Americans,  enabling  them  to  more  easily  raise  their 
children,  pay  for  post-secondary  education,  and  save  for  the  future.  The  Ad- 
ministration plan  strikes  the  proper  balance  by  providing  moderate  tax  re- 
lief for  middle-income  Americans,  while  reaching  balance  by  2005. 

5.  There  has  been  renewed  interest  recently  in  general  reform  of  the  Federal  tax 
system.  Do  you  believe  that  the  present  system  should  be  overhauled?  If  so,  what 
form  do  you  think  reform  should  take?  Should  we  move  in  the  direction  of  closing 
gaps  in  the  taxation  of  income — that  is,  toward  a  more  comprehensive  income  tax? 
Or,  alternatively,  should  we  go  in  the  direction  of  a  consumption  tax  that  would  not 
tax  income  that  people  save? 

Answer.  The  President  has  said  that  we  must  pursue  opportunities  to  make 
the  tax  system  simpler  and  more  conducive  to  activities  that  encourage  eco- 
nomic growth.  Alternative  systems  that  tax  consumption  rather  than  in- 
come have  some  interesting  and  attractive  properties,  but  they  also  tend  to 
be  more  complex  than  the  current  system,  bear  more  heavily  on  people  of 
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modest  means,  or  both.  The  President  has  endorsed  an  important  step  in 
the  direction  of  encouraging  saving,  without  the  costs  of  conversion  to  a 
full-scale  consumption  base,  in  his  proposed  liberalization  of  the  Individual 
Retirement  Account  (IRA).  I  believe  that  this  is  the  kind  of  opportunity  for 
reform  that  we  must  continue  to  pursue. 

6.  Representative  Richard  Gephardt  has  proposed  a  tax  reform  that  would  reduce 
marginal  income  tax  rates  on  most  taxpayers  to  10  percent  but  would  eliminate  all 
deductions  except  mortgage  interest.  He  even  would  end  the  deduction  of  charitable 
contributions.  Gephardt  also  would  end  the  exclusion  from  taxable  income  of  em- 
ployer-paid medical  insurance  premiums  as  well  as  of  employer  pension  contribu- 
tions. What  is  your  view  of  these  proposed  changes? 

Answer.  Representative  Gephardt's  proposal  has  many  interesting  and  at- 
tractive properties,  but  the  elimination  of  the  provisions  cited  in  this  ques- 
tion raises  some  important  issues.  We  need  to  study  this  proposal,  and  all 
other  tax  restructuring  proposals,  before  reaching  any  conclusions. 

7.  The  tax  provisions  of  the  House  Republican  "Contract  with  America"  that  re- 
cently passed  the  House  include  several  tax  incentives  intended  to  promote  saving 
and  investment — provisions  such  as  capital-gains  tax  reduction,  more  generous  de- 
preciation allowances,  and  expanded  IRAs.  Each  of  these  incentives  is  likely  to  lose 
sizable  tax  revenue,  at  least  in  the  longer  term.  Do  you  think  these  incentives  con- 
stitute a  better  strategy  for  increasing  the  Nation's  saving  rate  than  spending  cuts 
to  reduce  the  budget  deficit? 

Answer.  While  incentive  provisions  such  as  those  enumerated  could  possibly 
increase  the  household  saving  rate,  it  is  also  possible  that  the  savings  rate 
could  decline.  The  President's  balanced  budget  plan  does  include  liberaliza- 
tion of  the  IRA  provisions.  However,  I  would  not  describe  such  provisions 
as  a  "better  strategy"  for  increasing  the  Nation's  saving  rate,  nor  should 
they  be  pursued  instead  of  spending  cuts  to  reduce  the  budget  deficit.  In 
the  early  1980s,  when  all  of  the  provisions  that  are  cited  as  examples  in 
this  question  were  applied  aggressively,  the  National  saving  rate  fell  sharp- 
ly. Because  all  of  those  incentives  would  reduce  Federal  revenues,  and 
hence  increase  the  budget  deficit,  they  could  in  fact  worsen  our  National 
saving  rate.  Thus,  such  policies  should  be  only  a  part  of  an  overall  program 
to  reduce  the  budget  deficit  and  increase  household  saving,  and  they  should 
be  fully  paid  for  according  to  the  pay-as-you-go  rules  in  the  Budget  Act. 

8.  Present  budget  proposals  by  both  the  Administration  and  Congress  involve 
freezing  "discretionary"  Federal  spending  for  seven  to  ten  years  into  the  future.  It 
already  has  been  virtually  frozen  for  four  years,  which  was  made  easier  by  reduc- 
tions in  the  defense  budget  after  the  Warsaw  Pact  dissolved,  but  this  mode  of  ac- 
commodation may  be  over.  How  do  you  assess  the  impact  of  such  a  long-term  spend- 
ing freeze  on  the  functions  of  the  Federal  Government?  Do  you  see  any  alternatives 
that  should  be  considered? 

Answer.  The  President's  ten-year  plan  to  balance  the  budget  cuts  discre- 
tionary programs  by  making  choices  that  protect  our  investments  in  edu- 
cation and  training  and  science  and  technology,  and  by  emphasizing  the 
reinvention  that  will  help  government  spend  limited  dollars  as  effectively 
and  efficiently  as  possible.  While  this  will  produce  some  difficulties,  it  is  es- 
sential to  bring  the  deficit  under  control  in  a  reasonable  period  of  time.  I 
do  not  see  any  fundamentally  different  alternatives  that  would  preserve  es- 
sential government  roles  and  produce  necessary  deficit  reduction,  though 
there  are,  as  always,  some  alternatives  that  may  approach  the  same  re- 
sults. 

9.  Do  you  think  that  Federal  investment  spending  on  R&D  infrastructure,  edu- 
cation and  training — nearly  all  of  which  is  in  the  "discretionary"  part  of  the  budg- 
et— can  be  adequately  funded  under  a  freeze  on  total  discretionary  spending,  while 
also  providing  more  Federal  resources  for  enforcement  of  criminal  laws,  drug  laws 
and  tax  laws  as  well  as  beefed-up  security  for  the  Federal  Government  itself? 

Answer.  Yes,  I  believe  that  we  can  adequately  fund  these  important  invest- 
ments if  we  are  willing  to  make  choices  about  priorities  and  rigorously 
reinvent  the  programs  we  believe  are  important  for  the  future.  There  is  no 
doubt,  as  this  question  implies,  that  this  will  not  be  easy.  To  the  contrary, 
it  will  pose  a  fundamental  challenge  for  Congress  and  the  Administration, 
but  I  am  confident  it  can  be  done. 
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10.  As  the  post-Cold-War  world  situation  is  further  assessed,  do  you  think  it  is 
possible  that  further  reductions  in  defense  spending  from  today's  projections  again 
might  ease  these  budget-cutting  dilemmas? 

Answer.  I  believe  the  right  balance  has  been  struck  in  the  President's  10 
year  budget  plan.  The  President's  defense  budget  meets  U.S.  national  secu- 
rity needs  by  supporting  a  strong  military  capability  at  high  levels  of  readi- 
ness. It  contains  the  military  force  and  resources  required  to  meet  the  chal- 
lenges of  the  post-Cold-War  era  as  well  as  sufficient  funding  for  necessary 
modernization  and  development  programs.  In  fact,  the  Defense  budget  has 
been  increased  by  1  percent,  in  real  (after  inflation)  terms  in  FY  2000  and 
2001,  to  help  recapitalize  our  forces  with  a  new  generation  of  defense  equip- 
ment. 

The  President  has  proposed  a  nominal  freeze  for  defense  starting  in  FY 
2002  through  FY  2005,  at  the  FY  2001  level.  This  will  provide  sufficient 
resources  to  fund  the  recapitalization  scheduled  to  begin  around  the  turn 
of  the  century. 

11.  Congress  has  taken  several  steps  over  several  years  to  curtail  Medicare  and 
Medicaid  spending.  Mostly  these  have  involved  limiting  payments  for  services  to 
doctors  and  hospitals.  As  a  result  some  doctors  limit  the  Federally  insured  patients 
they  serve,  and  some  hospitals  limit  Medicaid  patients.  Do  you  think  it  is  plausible, 
as  the  President  implied  in  his  June  budget  speech,  to  make  further  sizable  cuts 
in  medical  entitlements  through  further  gains  in  efficiency  and  further  fee  cuts 
without  limiting  services  to  patients  and/or  making  patients  pay  more  out  of  their 
pockets? 

Answer.  The  Administration  believes  that  the  rate  of  growth  of  the  Medi- 
care and  Medicaid  programs  can  and  should  be  slowed,  but  that  these  pro- 
grams should  be  addressed  in  the  context  of  broader  health  reforms  to  en- 
sure that  quality  and  access  are  maintained.  As  part  of  his  plan  to  balance 
the  Federal  budget,  the  President  has  proposed  to  reduce  spending  in  the 
Medicare  program  by  $124  billion  over  the  next  seven  years,  and  in  Medic- 
aid, by  $54  billion.  We  believe  that  reductions  of  this  magnitude,  in  com- 
bination with  insurance  market  reforms  and  a  new  program  to  help  people 
who  lose  their  jobs  maintain  their  insurance,  are  reasonable  and  attainable, 
and  do  not  pose  a  risk  of  diminishing  coverage  for  beneficiaries. 

I  should  note  that  in  1994,  86  percent  of  all  physician  Medicare  charges 
were  billed  by  physicians  accepting  Medicare's  payment  rate  as  "payment- 
in-full" — an  all-time  high.  Also,  96  percent  of  doctors  responding  to  a  1994 
Physician  Payment  Review  Commission  survey  were  accepting  new  Medi- 
care patients,  a  percentage  roughly  equal  to  the  percentage  of  doctors  ac- 
cepting new  private  patients  (97  percent).  The  vast  majority — more  than 
6,000 — hospitals  also  accept  Medicare  patients. 

12.  The  retirement  of  the  baby-boom  generation  promises  to  be  the  biggest  fiscal 
challenge  this  Nation  has  faced  since  World  War  II,  but  it  will  last  much  longer 
than  the  four  or  five  years  of  that  war.  If  medical  science  continues  to  increase  in 
cost  and  effectiveness,  as  it  has  in  recent  decades,  the  challenge  may  be  even  great- 
er than  now  foreseen.  This  fiscal  tidal  wave  is  less  than  20  years  away.  What  guid- 
ance would  you  give  the  Congress  in  preparing  for  this  challenge  today?  How  do  you 
foresee  that  the  Nation  will  cope  with  entitlement  claims  that  begin  to  soar  between 
2010  and  2015? 

Answer.  One  of  the  most  important  steps  that  the  Congress  and  the  Admin- 
istration can  take  is  to  continue  to  reduce  the  Federal  deficit.  The  long-term 
effects  of  Federal  budget  discipline  will  be  significant  if  properly  structured 
and  phased-in  changes  are  made.  The  President's  June  economic  plan  calls 
for  achieving  budget  balance  by  2005  and  will  go  a  long  way  to  addressing 
the  fiscal  challenges  likely  to  be  presented  in  that  time.  Past  successful  ef- 
forts to  reform  such  major  programs  as  Social  Security  on  a  long  term  basis 
demonstrate  that  any  changes  must  be  made  after  careful  evaluation  of  al- 
ternatives, on  a  bipartisan  basis. 

13.  Economists,  including  Federal  Reserve  Board  Chairman,  Alan  Greenspan, 
have  stated  a  belief  that  the  consumer  price  index,  which  we  use  to  adjust  Social 
Security  payments  for  inflation,  overstates  the  rate  of  inflation,  because  it  fails  to 
recognize  most  quality  improvements  and  innovations  in  the  products  we  buy,  as 
well  as  efficiencies  in  how  they  are  sold.  These  economists  propose  that  we  trim  in- 
flation adjustments  to  Social  Security  benefits  by  as  much  as  one  percentage  point 
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annually,  which  would  save  increasingly  large  amounts  over  time.  Perhaps  we  also 
should  calculate  a  price  index  specifically  designed  to  reflect  purchasing  patterns  of 
elderly  households.  What  is  your  view  of  this  line  of  thinking? 

Answer.  While  some  economists  believe  that  the  consumer  price  index  tends 
to  understate  inflation,  this  issue  is  quite  complex.  The  Bureau  of  Labor 
Statistics  attempts  to  adjust  prices  for  quality  changes  in  many  products, 
and  has  revised  its  methods  in  recent  years  to  correct  for  possible  biases. 
Some  other  quality  changes  may  well  be  deteriorations  rather  than  im- 
provements— for  example,  certain  products  have  a  shorter  useful  life  than 
the  earlier  products  they  replace.  We  should  have  a  regular  process  of  tech- 
nical review,  which  should  not  be  politicized.  The  next  scheduled  update  is 
1998. 

The  issue  of  a  separate  price  index  for  the  elderly  is  similarly  unclear. 
Many  assume  that  the  elderly  are  protected  from  inflation  because  they 
tend  to  own  their  own  homes.  However,  the  elderly  are  a  highly  diverse 
group.  Many  do  not  own  homes,  and  many  more  are  subject  to  catastrophic 
increases  in  medical  expenses  if  their  health  deteriorates.  Without  signifi- 
cant analytic  work,  it  is  impossible  to  predict  how  an  elderly-only  price 
index  would  change  over  time. 

14.  President  Clinton  has  put  great  emphasis  on  reducing  the  perennial  U.S. 
trade  deficit  by  demanding  greater  access  to  foreign  markets,  especially  in  Japan. 
While  there  is  general  agreement  that  trade  practices  should  be  fair  to  all,  wouldn't 
reducing  the  U.S.  budget  deficit  be  more  likely  to  bring  consistent  reductions  in  the 
trade  deficit  than  deals  like  the  one  to  sell  more  U.S.  cars  and  parts  to  Japan? 

Answer.  I  believe  that  the  President's  most  important  economic  policy  ini- 
tiative is  to  provide  working  Americans  with  the  best  opportunities  today 
and  in  the  future.  Reducing  the  budget  deficit  is  a  major  part  of  this  policy. 
However,  the  President  also  wants  to  give  American  workers  a  level  playing 
field  so  that  U.S.  business  can  sell  its  goods  in  Japan.  Both  of  these  policy 
initiatives  are  essential  to  turning  our  trade  deficit  around. 

15.  So  long  as  U.S.  economic  accounts  show  a  gap  between  low  domestic  saving 
and  domestic  investment,  the  United  States  needs  net  capital  inflows  from  abroad. 
(This  means,  incidentally,  that  we  also  "need"  the  current-account  deficit  that  auto- 
matically comes  with  net  capital  inflows.)  Can  we  assume  that  capital  from  abroad 
will  continue  to  flow  in  at  adequate  rates?  What  would  be  the  consequences  if  net 
capital  inflows  begin  to  fall  short  of  the  amounts  needed  to  bridge  our  saving-invest- 
ment gap?  How  urgent  do  you  think  it  is  to  reduce  this  dependence?  What  course 
of  action  do  you  recommend  to  do  so? 

Answer.  This  analysis  of  the  U.S.  international  accounts  is  correct.  We  can- 
not assume  that  foreign  lenders  will  extend  credit  to  the  United  States 
without  limit;  should  they  find  U.S.  securities  unattractive,  U.S.  interest 
rates  will  rise,  with  ill  effects  on  growth  and  incomes.  The  one  certain  way 
to  improve  our  international  balance  is  to  reduce  the  Federal  budget  deficit. 

16.  A  House  appropriations  subcommittee  has  voted  to  eliminate  funding  for  the 
President's  Council  of  Economic  Advisers.  Isn't  it  true  that  0MB  already  performs 
similar  functions  as  a  defender  of  economy  and  efficiency  in  assessing  and  shaping 
policy  proposals?  Also,  doesn't  the  Treasury  have  functions  that  overlap  CEA's  in 
macroeconomic  and  tax  policy,  and  the  National  Economic  Council  as  another  source 
of  economic  policy  advice  for  the  President?  Would  you  support  the  retention  of  the 
CEA  and  why? 

Answer.  I  strongly  support  retention  of  the  CEA.  Eliminating  this  small 
group  of  professional  economists  would  deny  Presidents  their  dedicated 
source  of  analysis  of  policy  issues,  based  on  the  best  available  economic  in- 
formation. Neither  the  National  Economic  Council,  which  coordinates  eco- 
nomic policy-making  among  Executive  Branch  agencies,  nor  0MB,  which  is 
responsible  for  supporting  the  President  on  budget  and  management  mat- 
ters, would  fill  the  unique  role  of  the  CEA. 

The  only  area  of  overlap  among  0MB,  CEA,  and  the  Department  of  the 
Treasury  is  in  the  formulation  of  the  Administration's  economic  forecast. 
This  involves  only  a  portion  of  the  time  of  a  handful  of  the  staff  of  each 
of  the  members  of  this  so-called  "Troika."  Having  three  independent  voices 
with  different  perspectives  in  the  process  has  been  an  effective  check-and- 
balance  system  of  Administrations  of  both  parties  for  more  than  30  years. 
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17.  Tax  expenditures  currently  account  for  more  than  $450  billion  in  yearly  losses 
to  the  Federal  Treasury.  They  are  growing  at  a  rate  6  times  faster  than  discre- 
tionary spending,  with  their  projected  costs  estimated  to  be  $565  billion  in  FY  1999. 
What  should  be  our  policy  regarding  tax  expenditures,  and  should  they  receive  the 
same  level  of  scrutiny  as  discretionary  spending?  If  so,  what  new  ideas  do  you  pro- 
pose? 

Answer.  One  restraint  on  the  growth  of  tax  expenditures  is  the  pay-as-you- 
go  requirement  in  the  budget  law.  This  restraint  has  worked;  it  is  now  im- 
possible to  expand  tax  expenditures  without  providing  a  budgetary  offset. 
Beyond  that,  we  will  pursue  performance  evaluation  of  tax  expenditures,  as 
well  as  outlays,  as  required  under  current  law.  We  need  to  keep  in  perspec- 
tive that  measured  tax  expenditures  can  grow,  even  if  the  law  and  taxpayer 
behavior  do  not  change,  as  taxpayer  incomes  grow  and  push  into  higher  tax 
rate  brackets.  We  need  to  consider  carefully  whether  this  phenomenon  is 
the  cause  of  an  observed  increase  in  tax  expenditures,  and  whether  it  is  a 
proper  cause  for  legislative  action. 

IV.  BUDGET  PROCESS 

1.  What  is  your  view  of  the  changes  in  the  budget  process  made  during  this  pe- 
riod? What  do  you  view  as  the  successes  or  failures  of  each  of  the  major  reforms? 
Given  that  the  deficit  remains  at  high  levels  despite  these  procedures,  can  you  envi- 
sion other  approaches  that  might  be  more  successful  in  reducing  and  controlling  the 
deficit? 

Answer.  Over  the  past  10  years,  significant  changes  have  been  made  in  the 
Federal  budget  process  principally  as  part  of  an  ongoing  effort  to  reduce  the 
deficit.  The  Balanced  Budget  and  Emergency  Deficit  Control  Act  of  1985  es- 
tablished declining  annual  deficit  targets  enforced  by  a  sequestration  proc- 
ess. The  Act  has  been  amended  significantly  on  three  occasions,  in  1987, 
1990,  and  in  1993.  The  1990  amendments,  known  as  the  Budget  Enforce- 
ment Act  of  1990  (BEA),  were  enacted  as  part  of  a  multi-year  deficit  reduc- 
tion agreement  that  jettisoned  the  enforcement  of  annual  deficit  targets  in 
favor  of  the  enforcement  (also  by  sequestration)  of  discretionary  spending 
limits  and  a  "pay-as-you-go"  (PAYGO)  requirement  to  ensure  that  the  defi- 
cit reduction  enacted  under  the  multi-year  agreement  would  be  preserved. 
The  1993  amendments  extended  the  discretionary  spending  limits  and  the 
PAYGO  requirement  through  1998  without  significant  substantive  revision. 

As  detailed  in  other  answers,  I  believe  the  BEA  has  been  relatively  success- 
ful and  should  be  extended  to  ensure  that  deficit  reduction  continues  be- 
yond 1998.  I  also  believe  that  changes  to  the  budget  process  cannot  serve 
as  a  substitute  for  the  efforts  of  the  President  and  Congress  to  resolve  im- 
portant policy  issues. 

2.  Deficit  reduction  clearly  has  been  the  principal  impetus  behind  recent  budget 
process  changes.  But  complaints  about  the  budget  process  also  extend  to  other 
areas.  Many  complain  that  the  process  is  complex  and  confusing,  that  it  consumes 
too  much  time  and  is  needlessly  repetitive.  However,  it  is  also  clear  that  much  of 
the  complexity,  confusion  and  repetition  is  related  to  changes  made  to  strengthen 
budgetary  discipline  largely  to  reduce  the  deficit.  In  your  view,  what  should  be  ac- 
complished by  budget  process  change?  Can  the  different  goals  of  various  reforms  be 
reconciled  with  the  modern  imperative  of  deficit  reduction? 

Answer.  Changes  to  the  budget  process  should  reinforce  what  the  process 
is  intended  to  achieve  in  the  first  place — to  help  the  President  and  the  Con- 
gress decide:  (1)  What  portion  of  the  national  economy  is  allocated  to  sup- 
port the  activities  of  the  Federal  Government;  and  (2)  what  those  Federal 
activities  should  be  and  how  much  should  be  spent  on  them.  It  is  important 
to  emphasize  these  overall  goals  because  much  of  the  complex  and  time-con- 
suming nature  of  the  budget  process  is  linked  to  disagreements  over  policy, 
not  the  process  itself. 

In  the  light  of  recent  emphasis  on  improving  program  performance,  most 
notably  in  passage  of  the  Government  Performance  and  Results  Act 
(GPRA),  one  might  add  a  third  goal  to  the  budget  process:  to  ensure  that 
resource  allocation  is  linked  to  the  results  that  programs  achieve. 

Although  rules  cannot  make  policy,  they  can  give  impetus  to  policy  goals. 
Four  process  reforms  warrant  highlighting: 
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(1)  The  discretionary  spending  caps  and  pay-as-you-go  limits  on  manda- 
tory programs  and  receipts  should  be  continued.  Whatever  actions  we  take 
this  fall,  returning  the  budget  to  balance  will  require  several  years.  The  dis- 
cretionary spending  caps  and  pay-as-you-go  limits  will  help  ensure  that  fu- 
ture legislative  action  does  not  compromise  actions  taken  now  to  return  the 
budget  to  balance.  A  budget  agreement  should  include  legislation  extending 
the  existing  discretionary  caps  and  pay-as-you-go  limits. 

(2)  The  line  item  veto  is  needed  to  reduce  wasteful  government  spending. 
This  Administration  has  joined  a  long  line  of  previous  Administrations  in 
requesting  a  form  of  line-item  veto  authority.  Legislation  currently  pending 
before  the  Congress  would  give  the  President  modified  line-item  veto  au- 
thority that  would  go  a  long  way  toward  achieving  the  purposes  of  a  line- 
item  veto. 

(3)  Biennial  budgeting  would  reduce  the  amount  of  time  spent  on  the 
budget  process,  to  the  detriment  of  other  needs.  The  National  Performance 
Review  recommended  that  the  Federal  Government  institute  biennial  budg- 
eting, and  the  Administration  has  supported  legislation  that  would  move  to- 
ward a  biennial  budget  process. 

(4)  Focusing  on  improving  program  performance.  Enactment  of  the  Gov- 
ernment Performance  and  Results  Act  is  one  of  several  changes  that  herald 
a  new  budgetary  climate,  towards  greater  emphasis  on  identifying  what  the 
taxpayers  money  is  buying  and  ensuring  that  programs  are  effective  and 
well  administered.  0MB  will  work  with  the  agencies  to  integrate  the  new 
GPRA  requirements  into  the  budget  process  and  eliminate  or  reduce  out- 
dated requirements.  We  are  in  the  process  of  addressing  this  integration 
within  0MB  and  expect  to  involve  the  agencies  in  the  discussion  soon. 

All  of  the  goals  outlined  above  are  linked  to  the  goals  of  deficit  reduction. 

3.  The  President's  budget  for  fiscal  year  1996,  submitted  on  February  6,  1995, 
states  that  "[t]he  Administration  will  propose  legislation  to  extend  the  BEA,  to  re- 
duce the  discretionary  caps  below  current  levels,  and  to  change  certain  of  its  re- 
quirements in  order  to  improve  its  effectiveness."  What  are  your  views  regarding 
legislation  to  extend  the  BEA? 

Answer.  As  we  stated  in  the  1996  Budget,  the  Administration  supports  an 
extension  of  the  BEA.  This  support  was  confirmed  in  the  President's  plan 
to  balance  the  budget  by  2005.  We  believe  that  the  enforcement  mecha- 
nisms in  the  BEA — the  spending  caps  and  the  pay-as-you-go  procedures — 
have  been  effective  in  limiting  the  growth  in  the  deficit. 

4.  One  of  the  changes  proposed  by  the  President  is  to  "amend  the  asset  scoring 
rule."  Under  current  law,  proceeds  from  the  sale  of  assets  generally  may  not  be 
"scored"  (counted)  under  the  discretionary  spending  limits  or  the  PAYGO  require- 
ment. Until  recently,  a  parallel  prohibition  applied  to  the  scorekeeping  of  legislation 
in  the  congressional  budget  process.  However,  Section  206  of  the  fiscal  year  1996 
budget  resolution  changes  the  treatment  of  asset  sales  in  the  congressional  budget 
process  so  that  amounts  realized  from  such  transactions  may  be  scored.  Do  you  see 
this  as  consistent  with  the  proposal  in  the  President's  budget?  What  do  you  think 
of  including  a  similar  change  in  the  1985  Balanced  Budget  Act  so  that  the  seques- 
tration process  would  be  consistent  with  current  congressional  scoring  of  asset 
sales? 

Answer.  The  BEA  prohibits  scoring  the  proceeds  from  assets  sales  as  offsets 
to  discretionary  spending  or  PAYGO  legislation,  even  where  there  is  gen- 
eral agreement  that  selling  the  asset  is  good  policy.  The  rule  was  originally 
intended  primarily  to  stop  deeply  discountea  loan  assets  sales,  before  the 
Credit  Reform  Act  of  1990  effectively  ended  this  practice. 

In  the  President's  1996  Budget  the  Administration  proposed  to  amend  the 
rule  along  the  lines  of  the  emergency  spending  exemption  currently  pro- 
vided by  the  BEA.  That  is,  the  proceeds  from  an  asset  sale  could  be  counted 
if  the  Congress  and  the  President  designate  that  they  should  be  counted. 
Several  asset  sales  were  proposed  in  the  Budget,  and,  pending  a  change  in 
the  BEA  rule  itself  the  proposed  authorizing  legislation  for  each  sale  in- 
cludes a  waiver  of  the  rule. 

Section  206  of  the  budget  resolution  provides  that  the  proceeds  from  asset 
sales  will  be  scored  for  purposes  of  the  budget  resolution.  This  provision 
would  apply  to  all  non-loan  asset  sales  without  qualification.  By  itself  this 
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would  not  permit  0MB  and  CBO  to  score  asset  sales  for  BEA  scoring  pur- 
poses. Section  304  of  the  budget  resolution  expresses  a  sense  of  the  Con- 
gress that  the  asset  sale  rule  "should  be  repealed  or  modified  to  permit  the 
sale  of  assets  when  appropriate  to  privatization  goals." 

The  Administration  agrees  that  the  rule  should  be  repealed  or  modified  in 
a  way  that  allows  scoring  credit  to  be  given  for  asset  sales  that  are  good 
public  policy.  Our  goal  is  to  do  this  in  a  way  that  does  not  re-create  the 
perverse  incentive  to  sell  assets  for  the  quick  dollar  up  front  if  such  sales 
cost  the  Government  over  the  long  run  or  are  bad  policy  for  other  reasons. 
The  option  proposed  by  the  Administration,  where  Congress  and  the  Presi- 
dent must  agree  that  particular  asset  sales  are  good  policy,  is  one  option, 
but  we  have  not  ruled  out  other  possibilities.  We  believe  the  existing  rule 
should  be  changed  and  look  forward  to  working  with  the  Congress  to  de- 
velop specific  changes. 

5.  What  is  your  view  of  proposals  to  establish  a  cap  on  mandatory  spending  simi- 
lar to  the  discretionary  spending  limits  under  current  law?  Are  there  any  conditions 
under  which  a  mandatory  spending  cap  might  be  warranted,  such  as  part  of  a  pro- 
posal to  reform  welfare? 

Answer.  In  August  1993,  the  President  established  procedures  to  control  the 
growth  in  mandatory  spending  resulting  from  economic  and  technical 
changes.  Executive  Order  12857  sets  targets  for  the  level  of  mandatory 
spending,  excluding  deposit  insurance  and  net  interest,  for  1994  through 
1997.  The  Order  also  specifies  actions  that  must  be  taken  if  the  targets  are 
exceeded.  These  actions  may  include  specific  revenue  or  direct  spending 
changes  or  reductions  in  the  discretionary  caps.  Savings  may  be  achieved 
over  a  six-year  period  (the  current  year  through  four  years  beyond  the 
budget  year). 

With  regard  to  the  second  part  of  your  question,  I  believe  that  welfare  re- 
form should  not  be  about  capping  program  spending  across  the  board.  In- 
stead, as  the  President  has  repeatedly  affirmed,  reform  should  focus  on 
moving  families  to  work  and  self-sufficiency.  Putting  people  to  work  and  im- 
proving our  child  support  system  could  mean  that  in  the  short  run,  some 
assistance  program  spending  ought  to  increase. 

Another  reason  not  to  cap  public  assistance  programs  like  AFDC  and  Food 
Stamps  is  their  important  counter-cyclical  function  during  economic 
downturns.  When  unemployment  is  low  and  the  economy  strong,  AFDC  and 
Food  Stamp  spending  drops.  Conversely,  when  the  economy  goes  sour  and 
more  people  need  stop-gap  assistance,  welfare  spending  goes  up.  A  cap  on 
such  spending  could  reduce  assistance  to  a  vulnerable  population  when 
they  need  it  the  most. 

6.  Budget  summits  between  the  President  and  congressional  leaders  have  been  an 
important  feature  of  Federal  budgeting  in  recent  years.  What  are  your  views  on  the 
advantages  and  disadvantages  of  this  approach? 

Answer.  I  believe  that  the  time  frame  in  which  the  Congress  and  the  Ad- 
ministration reach  agreement  on  the  budget  is  more  important  than  wheth- 
er or  not  such  agreement  occurs  in  a  summit.  The  American  people  have 
a  right  to  expect  that  the  debate  over  how  to  balance  the  budget  will  be 
conducted  in  an  open  and  thoughtful  manner.  They  have  a  right  to  expect 
a  full,  public  debate  about  the  choices — how  deep  the  reductions  in  Medi- 
care should  be;  what  type  and  how  large  a  tax  cut  we  can  afford;  and  how 
deep  the  cuts  in  domestic  spending  should  be.  The  debate  should  not  take 
place  at  the  last  minute  before  reaching  the  debt  ceiling.  A  last-minute 
rush,  which  threatens  the  shutdown  of  vital  services  to  our  citizens  and  the 
financial  integrity  of  the  market  for  Treasury  securities,  is  in  no  one's  inter- 
est. 

7.  Omnibus  budgetary  legislation  has  been  a  recurring  feature  for  a  number  of 
years.  Past  Presidents  have  applauded  its  use  in  the  context  of  reconciliation  but 
condemned  its  use  in  the  case  of  continuing  resolutions.  What  are  the  relative  ad- 
vantages and  disadvantages  to  the  President  and  Congress  in  the  use  of  omnibus 
legislation? 

Answer.  A  reconciliation  bill  is,  of  course,  specifically  provided  for  in  the 
Congressional  Budget  Act  as  a  means  of  enacting  otherwise  difTicult-to-pass 
deficit  reduction.  When  used  properly,  an  omnibus  reconciliation  bill  can 
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have  several  advantages.  It  allows  painful  deficit  reduction  proposals  to  be 
enacted  in  a  comprehensive  package  that  wins  broad  support.  Procedurally, 
a  reconciliation  bill  comes  to  the  Senate  under  special  rules,  which  makes 
passage  considerably  easier.  There  are  limitations  on  the  hours  of  debate 
as  well  as  on  the  type  of  amendments  that  can  be  offered. 

However,  omnibus  legislation  can  also  be  used  improperly,  in  an  effort  to 
force  enactment  of  legislation  which  on  its  own  should  not,  and  could  not, 
gain  majority  support.  Clearly,  where  large  and  unrelated  matters  are  con- 
tained in  a  single,  very  large  bill,  it  makes  it  difficult  for  both  Congress  and 
the  President  to  prevent  the  enactment  of  individual  elements  that  may  be 
unwise. 

8.  Once  again  there  is  a  likelihood  that  action  on  the  thirteen  regular  appropria- 
tion measures  may  not  be  completed  before  the  start  of  the  new  fiscal  year  on  Octo- 
ber 1,  1995.  How  would  you  seek  to  minimize  the  disruption  in  Federal  Government 
operations  including  agency  shutdowns  and  employee  furloughs,  caused  by  funding 
gaps?  Would  you  favor  a  permanent  continuing  resolution? 

Answer.  The  Administration  and  Congress  should  strive  to  avoid  any  dis- 
ruption in  government  operations.  A  short-term  continuing  resolution  has 
been  an  important  part  of  that  strategy  in  the  past.  Short-term  continuing 
resolutions  have  been  used  to  avoid  a  government  shutdown  while  more 
permanent  policies  could  be  worked  out.  Even  short-term  continuing  resolu- 
tions raise  many  questions  of  policy  and  should  certainly  be  designed  to 
minimize  disruption  while  final  appropriations  levels  are  unresolved. 

The  "automatic"  CR  has  been  supported  by  GAO  and  others  as  a  means  of 
avoiding  government  shutdowns  and  providing  for  the  continuation  of  vital 
government  functions.  Conceptually  this  approach  has  advantages  and 
could  be  considered  in  greater  detail  if  the  normal  process  to  produce  appro- 
priations— dialogue  and  consultation  between  the  Administration  and  Con- 
gress— does  not  produce  satisfactory  results  in  the  future. 

9.  The  104th  Congress  has  been  active  in  the  area  of  budget  process  change.  Leg- 
islation to  control  unfunded  Federal  mandates  was  enacted  early  in  the  year  (P.L. 
104-4,  approved  March  22,  1995).  The  House  and  Senate  have  approved  different 
versions  of  legislative  line-item  veto  authority  for  the  President.  The  House  has  ap- 
proved a  balanced  budget  constitutional  amendment,  and  the  measure  is  pending 
reconsideration  in  the  Senate  (having  been  rejected  initially  by  only  a  single  vote). 
A  wide  range  of  other  budget  process  proposals  have  been  introduced  and  are  pend- 
ing in  this  committee  and  the  other  House  and  Senate  committees  of  jurisdiction. 
What  is  your  position  on  the  budget  process  legislation  acted  on  to  date? 

Answer.  Shortly  after  the  President  took  office,  he  issued  an  executive  order 
to  prohibit  Federal  agencies  from  imposing  nonstatutory  unfunded  man- 
dates on  State  and  local  governments  without  full  consultation  first.  The 
Unfunded  Mandate  Reform  Act  of  1995  extended  that  discipline  to  legisla- 
tion. As  I  mentioned  in  a  previous  answer,  the  President  has  called  repeat- 
edly for  line-item  veto  authority  as  a  tool  for  reducing  wasteful  spending, 
indicating  his  support  for  either  S.  4  or  H.R.  2,  which  would  provide  legisla- 
tive line-item  veto  authority.  The  President  opposes  a  constitutional  bal- 
anced budget  amendment  on  the  grounds  that  it  is  unnecessary  for  bal- 
ancing the  budget  and  bad  policy  for  many  reasons. 

It  appears  likely  that  the  Congress  will  take  up  legislation  to  extend  the 
Budget  Enforcement  Act  beyond  its  current  expiration  in  1998.  The  Admin- 
istration supports  such  an  extension.  Since  its  enactment  in  1990,  the  BEA 
has  been  an  effective  constraint  on  laws  that  would  increase  discretionary 
spending  or  increase  the  deficit  by  increasing  mandatory  spending  or  reduc- 
ing receipts. 

10.  Recently,  the  President  submitted  a  revised  budget  for  fiscal  year  1996  under 
which  the  deficit  would  be  eliminated  by  fiscal  year  2005,  three  years  later  than 
would  be  required  under  the  pending  balanced  budget  constitutional  amendment  or 
that  is  called  for  under  the  congressional  budget  resolution  for  fiscal  year  1996.  In 
light  of  this,  would  you  recommend  that  the  President  support  a  balanced  budget 
constitutional  amendment  that  delayed  the  requirement  for  budgetary  balance  to 
fiscal  year  2005?  If  not,  what  are  the  circumstances,  if  any,  under  which  you  would 
recommend  the  Administration  should  support  a  balanced  budget  amendment  to  the 
Constitution? 
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Answer.  The  Administration's  1993  economic  plan  successfully  brought  the 
deficit  down  from  $290  billion  in  1993  to  $160  billion  in  1995.  As  the  Com- 
mittee notes,  the  President  builds  on  this  success  by  proposing  to  eliminate 
the  deficit  by  2005. 

The  President  and  the  Congress  did  not  need  a  constitutional  amendment 
to  reduce  the  deficit  in  1993,  and  they  do  not  need  one  to  build  on  the  suc- 
cesses of  1993.  What  they  needed,  and  displayed  was  the  political  will  to 
make  the  hard  choices.  By  itself,  the  Balanced  Budget  Amendment  does 
nothing  to  achieve  deficit  reduction.  In  addition  to  being  unnecessary,  the 
Balanced  Budget  Amendment  would  have  negative  consequences,  as  sum- 
marized below: 

•  It  is  bad  economic  policy  because  it  would  require  spending  cuts  and  reve- 
nue increases  during  economic  downturns,  which  would  worsen  reces- 
sions. 

•  Fiscal  policy  is  inappropriate  for  the  Constitution.  The  Constitution  sets 
forth  individual  rights  and  the  fundamental  structure  of  our  govern- 
ment— matters  which  transcend  the  issues  of  particular  generations.  Fis- 
cal policy  is  entirely  different;  it  responds  to  current  economic  conditions 
and  the  current  structure  of  the  economy. 

•  The  amendment  would  impair  our  tradition  of  democratic  majority  rule. 
It  is  not  desirable  to  create  a  situation  in  which  41  percent  of  the  House 
or  the  Senate  could  block  action  to  stimulate  the  economy  during  reces- 
sion, or  increase  the  Treasury's  borrowing  authority  to  pay  the  Govern- 
ment's bills,  or  respond  to  natural  disasters  or  international  crises. 

•  The  Amendment's  debt  limit  provisions  would  lead  to  financial  brinkman- 
ship. It  would  permit  a  minority,  in  the  House  or  the  Senate,  to  hold  the 
Federal  Treasury  hostage  whenever  the  Nation's  finances  require  the  is- 
suance of  additional  debt. 

•  The  vagaries  of  the  balanced  budget  requirement  would  create  endless 
uncertainty  about  government  services  and  obligations.  What  if  ordinary 
swings  in  forecasts  at  mid-year  show  a  $50  billion  deficit  by  year-end? 
The  $50  billion  could  not  come  out  of  interest  payments  or,  on  such  short 
notice,  entitlements.  The  burden  would  fall  disproportionately  on  pro- 
grams whose  funds  are  not  already  obligated,  and  the  likely  result  would 
be  shutdowns  or  near-shutdowns  of  programs  midway  through  the  year. 

11.  A  criticism  of  current  budget  procedures  is  that  diverse  elements  of  the  budget 
affecting  the  same  types  of  economic  activities  are  not  coordinated.  For  example,  tax 
expenditures  and  direct  spending  programs  affecting  business  investment  or  hous- 
ing are  not  considered  in  conjunction  with  each  other.  Do  you  favor  any  reforms  to 
promote  more  coordinated  budgetary  decision  making? 

Answer.  The  major  complication  in  the  analysis  of  tax  expenditures  is  that 
their  amounts  depend  upon  a  comparison  of  actual  revenues  to  the  amount 
that  would  have  existed  had  the  tax  expenditures  not  been  enacted.  Tax  ex- 
penditures can  be  driven  up  or  down  by  unrelated  changes  in  the  economy, 
and  amounts  for  different  tax  expenditures  cannot  be  added  together  be- 
cause of  interactions.  Thus,  it  is  difficult  to  design  a  formal  procedure  or 
method  that  would  allow  the  coordination  of  tax  expenditure  policy  and  out- 
lay policy.  Informally,  however,  we  should  evaluate  the  performance  of  tax 
expenditures  just  as  we  do  that  of  outlays  (as,  for  example  under  the  Gov- 
ernment Performance  and  Results  Act),  and  do  so  in  a  crosscutting  way 
that  considers  related  tax  expenditures  and  outlay  programs  together.  This 
is  probably  more  a  policy  challenge  than  a  process  challenge. 

12.  The  Vice-President's  National  Performance  Review  (NPR)  includes  several  rec- 
ommendations for  budget  process  reform.  The  budget  process  recommendations  have 
been  criticized  by  some  as  internally  inconsistent,  even  contradictory,  and  lacking 
in  a  coherent  theme  or  purpose.  How  would  you  respond  to  these  criticisms?  If  con- 
firmed, do  you  anticipate  playing  a  role  in  seeking  implementation  of  the  NPR  budg- 
et process  recommendations? 

Answer.  The  NPR  budget  process  recommendations  reflect  a  coherent 
theme,  and  the  Administration  has  been  active  in  seeking  their  implemen- 
tation. The  intent  of  the  reinvention  of  the  Federal  budget  process  is  to  bet- 
ter link  program  policy,  resources,  and  results  so  the  Government  serves 
the  nation  more  effectively  and  efficiently.  For  the  most  part,  the  budget 
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process  reforms  emphasize  performance  objectives  and  standards,  and  man- 
ager flexibility  and  accountability.  The  majority  of  the  proposals  that  can 
be  implemented  by  agency  heads  themselves  or  through  the  Executive  Of- 
fice of  the  President  are  substantially  completed  or  making  progress  as  ex- 
pected. For  example,  0MB  was  directed  to  issue  guidance  to  simplify  the 
apportionment  process.  0MB  Circular  A-34,  which  contains  these  instruc- 
tions, was  updated  and  published  in  October  1994.  Another  proposal  that 
was  also  implemented  last  year  was  to  expedite  OMB's  consideration  of 
reprogramming  requests. 

In  the  area  of  performance  measurement,  0MB  has  named  71  GPRA  pilots 
in  25  agencies  throughout  the  government  and  has  issued  a  draft  imple- 
mentation plan.  Development  of  common  performance  measures  has  al- 
ready been  undertaken  for  many  commercial-type  activities  as  part  of  the 
CFO  Act  implementation.  0MB  is  continuing  to  incorporate  performance 
objects  and  results  as  key  elements  in  budget  and  management  reviews. 
0MB  Circular  A-11  includes  guidance  that  encourages  the  use  of  perform- 
ance information  in  the  budget. 

The  NPR  recommendations  that  are  not  making  expected  progress  are 
those  that  require  legislation.  The  most  significant  of  these  proposals  is  to 
move  from  an  annual  to  a  biennial  budget  submission,  resolution,  and  ap- 
propriation process.  The  Director  of  0MB  testified  before  the  House  Gov- 
ernment Operations  Committee  in  October  1993,  to  support  the  legislation 
drafted  by  the  House  and  by  the  Senate.  However,  no  further  action  has 
occurred. 

13.  One  of  the  problem  areas  in  Federal  budgeting  cited  by  the  NPR  report  is  the 
budget  formulation  process  within  the  Executive  Branch.  The  NPR  report  rec- 
ommends the  annual  development  of  an  executive  budget  resolution  to  facilitate 
budget  formulation.  The  NPR  report  states  that  "[t]he  resolution  will  render  top  offi- 
cials responsible  for  budget  totals  and  policy  decisions,  but  will  encourage  lower- 
level  ingenuity  to  devise  funding  options  within  those  guidelines.  By  adopting  this 
plan,  we  will  help  discourage  non-productive  micromanagement  by  senior  depart- 
ment and  agency  officials." 

(a)  Do  you  agree  that  budget  formulation  is  a  problem  area  in  Federal  budgeting? 
How  would  you  characterize  the  relations  between  0MB  and  the  agencies  in  this 
process? 

(b)  Do  you  recommend  the  use  of  an  executive  budget  resolution?  Are  the  prem- 
ises of  the  NPR  statement  correct — that  lower-level  ingenuity  is  hindered  by 
micromanagement  at  the  senior  level? 

Answer,  (a)  When  there  is  controversy  over  budget  priorities,  there  are 
bound  to  be  difficulties  in  budget  formulation.  However,  like  the  Congres- 
sional budget  process,  it  is  easy  to  blame  process  when  questions  over  policy 
are  more  at  issue. 

Under  this  Administration,  0MB  has  gone  to  great  lengths  to  involve  the 
agencies  in  budget  formulation  issues,  and  with  success.  0MB  successfully 
involved  agencies  in  the  FY  1995  Budget  to  a  greater  extent  and  in  a  more 
collaborative  way.  Consistent  with  the  principles  of  the  proposed  Executive 
Budget  Resolution,  formal  guidance  was  issued  to  agencies  on  the  1996 
budget  process  in  April  1995.  The  guidance  offered  substantial  flexibility  to 
agencies  within  BEA  limits.  For  the  FY  1997  budget  process  we  have  simi- 
larly done  our  best  to  keep  agencies  abreast  of  developments.  Guidance  was 
recently  sent  to  agencies  on  the  FY  1997  budget  requirements. 

(b)  The  use  of  an  executive  budget  resolution  in  the  sense  intended  by  the 
NPR — that  it  is  important  to  consult  with  agency  officials  early  and  often 
in  the  process  of  setting  overall  budget  targets  and  priority  setting  within 
individual  agencies — is  a  practice  that  this  Administration  has  pursued 
with  success. 

Concerns  about  micromanagement  are  taken  very  seriously.  The  accumu- 
lated weight  of  requirements  imposed  by  0MB  and  others  can  be  a  substan- 
tial burden  for  the  average  agency  manager.  0MB  is  aiming  to  reduce  the 
degree  of  central  control  known  in  the  past.  At  the  same  time,  however,  we 
must  recognize  that  in  our  form  of  government  we  must  maintain  account- 
ability and  responsibility  of  managers  to  the  President,  Congress,  and  to 
the  people.  This  inevitably  requires  an  appropriate  degree  of  control  of  exec- 
utive actions. 
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14.  The  NPR  report  recommends  a  biennial  budget  process  and  changes  that 
would  eliminate  the  "budget  bias  against  long-term  investments."  What  are  your 
views  on  biennial  budgeting?  Does  the  structure  of  the  Federal  budget  in  fact 
produce  a  bias  against  long-term  investments?  If  so,  is  the  bias  sufficient  to  warrant 
a  change  in  Federal  budget  structure  so  as  to  distinguish  between  capital  invest- 
ment and  operating  funds?  How  would  you  propose  to  treat  expenditures  for  the  de- 
velopment of  human  capital?  What  specific  changes  in  budget  structure  would  you 
make  and  what  are  their  advantages  and  disadvantages? 

Answer.  As  noted  above,  the  idea  of  shifting  to  biennial  budgeting  has  sub- 
stantial merit,  and  the  Administration  has  supported  legislation  that  would 
achieve  that  objective. 

The  Administration  has  given  a  very  high  priority  to  increasing  invest- 
ments in  the  public  and  private  sector  that  will  contribute  to  long-term  eco- 
nomic growth.  These  include: 

— returning  the  budget  to  balance  to  free  up  capital  for  private  investment; 

— increases  in  education  and  training  to  give  Americans  the  skills  they 
need  to  get  high-wage  jobs  in  the  new  economy; 

— proposals  to  fund  a  balanced  mix  of  basic  research,  applied  research,  and 
technology  development — much  of  it  through  cooperative  projects  with 
private  industry;  and 

— proposals  to  improve  foreign  trade  by  aggressively  seeking  to  open  mar- 
kets in  Japan  and  other  countries. 

We  have  not  found  the  current  budget  structure  to  be  an  impediment  to  our 
efforts  to  shift  resources  toward  investment  and  away  from  short-term  con- 
sumption, nor  have  we  found  a  bias  against  long-term  investments.  As  with 
other  concerns  about  the  budget,  issues  of  policy  are  often  more  significant 
than  issues  of  process  or  structure. 

A  change  in  budget  structure  that  distinguishes  between  capital  investment 
and  operating  funds  can  classify  as  capital  expenditures  projects  that  have 
little  or  no  economic  return.  The  President  has  taken  specific  action  to  de- 
termine and  fund  only  the  most  productive  proposals.  Specifically,  the 
President  issued  Executive  Order  No.  12893  in  February  1994,  "Principles 
for  Federal  Infrastructure  Investments,"  which  provides  guidelines  for  mak- 
ing investments  in  infrastructure  that  have  the  highest  rate  of  return  to  the 
nation's  economy  as  a  whole.  In  addition,  for  the  second  year  in  a  row,  we 
will  be  paying  special  attention  to  fixed  asset  acquisition  in  this  year's 
budget  formulation  process.  Our  goal  is  to  work  with  agencies  of  the  Execu- 
tive branch  to  improve  planning  and  budgeting  for  fixed  assets,  and  to  en- 
sure that  important  acquisitions  are  treated  equitably  and  receive  sufficient 
attention  in  today's  constrained  budget  environment. 

Last  year  0MB  issued  Bulletin  94-08,  "Planning  and  Budgeting  for  the  Ac- 
quisition of  Fixed  Assets,"  which  laid  out  guidance  for  planning  and  analyz- 
ing fixed  asset  acquisitions  and  which  required  the  submission  of  data  that 
enabled  us  to  focus  more  concerted  attention  on  fixed  asset  acquisitions 
than  in  the  past.  The  required  planning  and  analysis  is,  in  fact,  the  same 
method  that  private  business  calls  "capital  budgeting."  The  results  of  all 
this  have  been  more  analysis,  better  selection,  and  more  investments  with- 
out a  capital  budget. 

We  believe  that  expenditures  for  human  capital — i.e.,  for  education  and 
training — are  treated  appropriately  in  the  budget  now.  As  with  other  ex- 
penditures, the  purpose  is  to  measure  the  cost  up  front,  when  the  decisions 
are  made,  and  to  control  the  amount  expended.  Budget  authority  is  re- 
quired before  obligations  can  be  made  to  spend  money,  and  outlays  are  gen- 
erally recorded  when  cash  is  disbursed.  If  the  expenditure  is  for  credit  as- 
sistance, such  as  direct  student  loans,  the  outlays  for  the  full  cost  to  the 
government  are  recorded  under  credit  reform  when  the  loan  is  made. 

In  addition,  a  separate  chapter  in  the  budget  includes  considerable  informa- 
tion and  analysis  on  investment  using  a  definition  of  investment  as  a 
whole:  Physical  capital,  research  and  development,  and  education  and 
training  (human  capital).  This  permits  analysis  of  the  total  investment  in 
human  capital  across  government  programs  and  comparison  of  investments 
in  human  capital  with  other  Federal  investments. 
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15.  What  are  your  views  on  maintaining  the  unified  budget?  What  is  your  position 
on  the  treatment  of  off-budget  programs  and  trust  funds? 

Answer.  The  unified  budget  was  first  adopted  for  the  Federal  budget  in  FY 
1969,  on  the  basis  of  recommendations  from  the  President's  Commission  on 
Budget  Concepts.  The  primary  purpose  of  the  Unified  Budget  is  to  provide 
a  single  comprehensive  measure  oi  the  Government's  economic  ana  finan- 
cial plans.  Moving  Federal  activities  out  of  the  budget  results  in  an  incom- 
plete and  inaccurate  measure  of  total  spending  and  revenue.  It  also  under- 
mines efforts  to  allocate  resources  through  a  budget  process. 

16.  Are  there  any  other  changes  in  the  Federal  budget  process  not  discussed  in 
the  NPR  report,  as  yet  not  recommended  by  the  President,  or  proposed  elsewhere 
that  you  believe  are  essential  to  effective  budgeting  and  should  be  acted  on  right 
away? 

Answer.  There  is  always  room  for  improvement,  but  I  know  of  no  such  other 
significant  changes  that  should  be  recommended  at  this  time.  However,  the 
Administration  and  Congress  should  be  prepared  to  work  together  on  fur- 
ther improvements  as  new  proposals  come  to  light. 

V.  0MB  MANAGEMENT  ROLE 

1.  The  Chief  Financial  Officers  (CFO)  Act  of  1990  (P.L.  101-576)  consolidated 
0MB  management  functions  under  a  new  Deputy  Director  for  Management  in  an 
effort  to  improve  OMB's  management  role.  During  the  initial  implementation  of  the 
Act,  then  0MB  Director  Darman  spoke  of  the  need  to  elevate  the  management  func- 
tion by  better  integrating  0MB  management  and  budget  operations.  What  are  your 
views  on  OMB's  role  in  addressing  government  management  problems,  your  role  as 
Deputy  Director,  and  the  relationship  between  the  management  and  budget  sides 
of  0MB? 

Answer.  0MB  has  historically  been  responsible  for  assisting  agencies  in  im- 
proving the  management  of  Federal  programs.  The  successful  implementa- 
tion of  this  function  requires  the  participation  of  all  of  OMB's  offices  and 
divisions,  not  just  the  statutorily-created  offices.  It  requires  the  effective  in- 
tegration of  OMB's  management  and  budget  operations. 

The  "0MB  2000"  reforms  announced  by  Leon  Panetta  and  Alice  Rivlin  in 
March  1994  were  a  major  step  forward  in  this  regard.  OMB's  management 
and  budget  responsibilities  are  more  integrated  and  our  capacity  to  help 
agencies  deal  with  policy  and  implementation  issues  has  been  strengthened 
because  of  the  changes  in  OMB's  organization,  processes,  and  work  environ- 
ment resulting  from  0MB  2000. 

The  Deputy  Director  must,  in  my  view,  work  to  assure  that  the  integration 
of  OMB's  various  activities  is  effective  on  a  day-to-day  basis  in  our  relations 
with  the  agencies.  The  central  perspective  of  the  Deputy  Director  can  help 
make  such  integration  an  operational  reality. 

2.  The  CFO  Act  gave  0MB  responsibility  for  overseeing  the  "systematic  measure- 
ment of  performance."  In  1993,  Congress  enacted  the  Government  Performance  and 
Results  Act  (P.L.  103-62),  which  further  detailed  OMB's  performance  measurement 
mission,  including  testing  performance  budgeting.  What  are  your  views  of  perform- 
ance measurement  and,  in  particular,  performance  budgeting?  How  might  0MB  fur- 
ther assist  agency  personnel  in  complying  with  GPRA  requirements? 

Answer.  Performance  measurement  is  essential  to  the  sound  administration 
and  execution  of  the  government's  programs  and  activities.  A  focus  simply 
on  how  much  money  is  being  spent  tells  us  nothing  about  how  the  program 
is  doing  and  what  is  being  accomplished.  By  measuring  performance,  we 
are  calculating  the  return  on  the  taxpayers'  investment. 

As  a  matter  of  course,  most  major  businesses  have  long  relied  on  strategic 
plans,  annual  business  plans,  and  annual  reports  to  direct  their  efforts  and 
focus  the  attention  of  their  managers.  GPRA  is  bringing  a  counterpart 
framework  to  the  Federal  Government.  This  framework  is  being  built,  in 
part,  on  the  reporting  of  performance  in  the  annual  financial  statements  re- 
quired by  the  CFOs  Act. 

While  government  does  not  and  cannot  have  the  same  "profit  and  loss  bot- 
tom line"  as  business,  it  should  have  a  bottom  line:  what  are  the  outputs 
and  outcomes — on  the  common  welfare,  on  enterprise  aid  commerce,  on  nat- 
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ural  resources  and  the  world  around  us — resulting  from  government  spend- 
ing, aid  how  do  these  results  compare  with  what  was  intended  and  ex- 
pected? 

0MB  is  working  with  all  major  agencies  covered  by  GPRA  as  they  carry 
out  the  performance  measurement  pilots  required  by  the  Act.  The  number 
and  scope  of  these  pilots  substantially  exceeds  that  called  for  under  GPRA. 
We  have  also  begun  accelerating  other  aspects  of  GPRA  implementation. 
This  year,  0MB  conducted  a  Spring  Review  focused  on  assessing  the  per- 
formance of  key  Federal  programs:  This  performance  information  will  be 
submitted  as  part  of  the  budget  process  this  fall  and  will  ultimately  be  part 
of  performance  plans  required  by  GPRA. 

With  respect  to  performance  budgeting,  GPRA  calls  for  pilot  projects  in  se- 
lected agencies  for  performance  budgeting  in  FY  1998  and  FY  1999.  These 
pilots  are  to  identify  the  varying  levels  of  performance  that  would  result 
from  different  budgeted  amounts,  and  test  the  feasibility  and  potential  util- 
ity of  performance  budgeting.  Recognizing  the  uncertain  result  of  the  pilots, 
this  is  the  only  part  of  GPRA  that  does  not  directly  lead  to  government 
wide  implementation.  0MB  will  report  to  the  Congress  in  2001  on  the  re- 
sults of  the  pilots,  along  with  recommendations  regarding  any  future  legis- 
lation to  require  the  Executive  Branch  to  submit  a  performance  budget  as 
part  of  the  President's  annual  budget. 

3.  Various  proposals  for  reorganizing  the  executive  departments  and  agencies 
have  been  offered  during  the  past  several  months,  including  the  abolition  and  radi- 
cal restructuring  of  some  entities.  What  are  your  views  on  the  need  for  government 
reorganization  and  consolidation,  the  potential  budgetary  implications,  and  OMB's 
role  in  such  efforts? 

Answer.  When  it  comes  to  organization,  form  should  follow  function — that 
is,  we  should  first  decide  what  we  think  Government  should  do,  and  then 
ask  whether  it  needs  the  numbers  of  departments  and  agencies  it  now  has 
and  what  changes  to  make. 

There  are  many  reasons  to  create,  or  keep,  a  department.  Organizing 
around  a  customer  base,  like  the  Veterans  Affairs  Department,  allows  the 
Government  to  coordinate  programs  that  serve  a  particular  group.  Organiz- 
ing around  a  problem  may  make  sense,  as  the  Nixon  Administration  did  in 
creating  the  Environmental  Protection  Agency.  The  number  of  cabinet  De- 
partments is  a  consideration:  With  too  many,  the  President's  ability  to  work 
with  his  cabinet  is  diluted;  with  too  few,  the  role  of  each  cabinet  secretary 
is  unmanageably  broad. 

Each  Department  costs  money,  but  not  nearly  as  much  some  believe.  If  we 
eliminate  a  department,  we  will  reap  substantial  savings  only  if  we  also 
eliminate  the  programs  it  operates.  If  we  merely  "move  the  boxes  around," 
over  time  we  will  save  the  cost  of  the  secretary's  immediate  staff  and  little 
else.  In  the  short  run,  this  type  of  reorganization  actually  increases  costs. 

0MB  has  a  major  role  in  organization  issues.  For  example,  over  the  last 
year,  the  National  Performance  Review  and  0MB  set  up  teams  to  study 
every  function  and  activity  of  Government  to  decide  which  ones  the  Federal 
Government  should  continue  to  perform,  which  it  should  eliminate  alto- 
gether, and  which  it  should  shift  to  the  States,  localities,  or  private  sector. 
The  first  output  of  Phase  II  of  Reinventing  Government  came  in  December 
when  the  President  and  Vice  President  announced  the  restructuring  of  five 
major  agencies — the  Departments  of  Energy,  Transportation,  and  Housing 
and  Urban  Development,  the  General  Services  Administration,  and  the  Of- 
fice of  Personnel  Management.  Since  then,  we  have  announced  the  restruc- 
turing of  six  other  major  agencies. 

4.  One  year  after  submitting  its  initial  report  to  the  President,  the  National  Per- 
formance Review  (NPR)  indicated  that  over  90  percent  of  its  recommendations  were 
being  implemented,  that  almost  $47  billion  of  its  $108  billion  in  proposed  savings 
had  been  enacted,  and  that  Federal  employment  had  dropped  by  71,000  positions. 
Subsequently,  in  January  of  this  year,  a  second  phase  of  the  NPR  was  launched. 
What  are  your  views  on  the  NPR  accomplishments,  the  budgetary  implications,  and 
OMB's  role  in  this  on-going  effort? 

Answer.  I  think  the  NPR  is  a  historically  significant  initiative  that  has 
served  as  a  highly  visible  catalyst  for  management  reform.  It  sets  forth  a 
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new  vision  of  what  the  Federal  Government  can  be:  an  effective,  entre- 
preneurial organization  that  seeks  systemic  change  by  building  on  the  prin- 
ciples of  cutting  red  tape,  putting  customers  first,  empowering  employees 
to  get  results,  and  cutting  back  to  basics.  The  personal  commitment  of  the 
President  not  to  let  the  NPR  report  sit  on  a  shelf  and  the  Vice  President's 
continuing  leadership  in  "reinventing  government"  have  resulted  in  a  gov- 
ernment that  works  better  and  costs  less. 

Implementation  of  management  reform,  particularly  reforms  requiring 
major  structural  and  cultural  change,  however,  is  a  difficult  and  long-term 
process.  0MB  has  and  will  continue  to  play  a  pivotal  role  in  ensuring  that 
such  reforms  not  only  are  initiated  but  integrated  into  the  budget  plans  and 
ongoing  management  practices  of  Departments  and  agencies.  Whereas  the 
first  phase  of  the  NPR  focused  mainly  on  how  the  government  works,  the 
second  phase  focused  on  what  the  government  does.  In  both  phases,  0MB 
has  worked  in  partnership  with  the  NPR,  incorporating  or  even  developing 
budget  proposals  based  on  the  NPR  recommendations.  In  addition,  the  Dep- 
uty Director  for  Management  of  0MB  chairs  the  President's  Management 
Council  which  coordinates  the  implementation  of  many  management  reform 
initiatives. 

5.  Under  GPRA,  OMB's  overall  government-wide  performance  plan  is  to  include 
a  schedule  for  assessing  the  effects  of  tax  expenditures  on  achieving  performance 
goals,  with  the  results  to  be  included  in  the  annual  government-wide  performance 
reports.  The  assessment  is  to  examine  the  relationship  between  program  spending 
and  tax  expenditures,  primarily  to  gain  an  understanding  of  their  effectiveness  in 
carrying  out  policy  and  program  objectives.  A  recent  report  by  the  Chief  Financial 
Officers  Council  indicated,  however,  that  "during  the  pilot  phase  of  GPRA  imple- 
mentation, this  issue  has  received  little  or  no  attention,  either  from  individual  agen- 
cies or  from  0MB." 

What  are  you  going  to  do  to  change  that?  When  can  we  expect  to  see  some 
progress  in  this  area? 

Answer.  The  pilot  project  phase  of  GPRA  implementation  primarily  involves 
performance  measurement,  setting  quantifiable  performance  goals  in  an- 
nual plans  and  measuring  and  reporting  actual  performance  against  those 
goals.  Assessments  of  the  effects  of  tax  expenditures  were  not  intended  to 
be  part  of  this  phase. 

The  May  1997  0MB  report  to  Congress  On  GPRA  implementation  is  to  in- 
clude a  framework  for  conducting  the  assessments  of  tax  expenditures.  The 
framework  will  be  developed  in  conjunction  with  the  Department  of  the 
Treasury,  the  Joint  Committee  on  Taxation,  and  GAO.  The  annual  govern- 
ment-wide performance  plan  will  contain  schedules  for  individual  assess- 
ments, with  agency  program  performance  reports  containing  the  results  of 
the  assessments. 

0MB  is  setting  the  stage  for  developing  the  framework  and  schedules  for 
these  assessments.  As  an  early  step,  the  forthcoming  0MB  guidance  on 
preparation  and  submission  of  GPRA  strategic  plans  specifies  that  agencies 
should  include  descriptions  of  their  reliance  on  tax  expenditures  in  achiev- 
ing the  goals  and  objectives  contained  in  these  plans.  We  have  initiated  dis- 
cussions with  Treasury  on  the  framework  for  these  assessments,  and  in  fu- 
ture months  we  expect  to  broaden  these  discussions  to  include  the  other  en- 
tities cited  above.  The  discussions  are  also  expected  to  include  those  agen- 
cies relying  on  tax  expenditures  to  help  achieve  program  or  policy  goals. 
The  timeline  for  these  discussions  will  ensure  that  the  framework  is  in- 
cluded in  the  May  1997  report  to  Congress. 

VI.  FINANCIAL  MANAGEMENT 

1.  Please  describe  your  views  on  the  importance  of  financial  management  and  its 
relevance  to  the  budget  process  and  program  performance.  In  what  ways  could  the 
Federal  budget  process  be  improved  by  the  financial  information  and  management 
reforms  of  the  Chief  Financial  Officers  (CFO)  Act  and  the  program  performance 
plans  and  information  of  GPRA?  What  steps  should  the  Office  of  Management  and 
Budget  (0MB)  take  to  ensure  that  newly  obtained  information  about  Federal  agen- 
cies and  programs  is  taken  into  consideration  for  budget  purposes?  What  steps 
should  0MB  take  to  ensure  that  agency  financial  information  is  useful  for  budget 
formulation  in  the  first  place? 
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Answer.  The  budget  process  is  the  primary  financial  management  process 
of  the  Federal  Government.  However,  the  lack  of  relevant  and  timely  finan- 
cial and  performance  information  has  been  a  problem  at  the  agency  level 
and  throughout  the  budget  formulation,  approval  and  execution  process. 
The  Federal  Government  needs  timely,  accurate,  and  consistently  struc- 
tured information  on  budget,  program,  and  financial  results. 

The  CFOs  Act,  GPRA  and  subsequent  work  by  0MB  and  others  are  being 
used  to  pull  together  the  disciplines  of  budget,  financial  accounting,  infor- 
mation resource  management,  program  management,  and  procurement  so 
that  these  work  in  concert  to  improve  government  operations. 

0MB  has  recently  started  working  on  a  conceptual  approach  titled  "Con- 
necting Resources  and  Results."  The  aim  is  to  integrate  budgeting,  financial 
accounting,  and  performance  measurement.  Budget  plans  should  reflect 
agency  missions  and  objectives.  Budget  account  structures  should  allow  for 
the  accumulation  of  cost  and  performance  information  to  enable  managers 
to  be  held  accountable  for  execution  of  their  budgets. 

2.  Please  describe  your  views  on  the  role  of  OMB's  Office  of  Federal  Financial 
Management  (OFFM),  and  its  relationship  to  the  budget  side  of  0MB.  What  sorts 
of  interaction  do  you  anticipate  between  the  Budget  and  Management  sides  of  0MB 
with  respect  to  oversight  of  the  financial  management  and  budget  responsibilities 
of  agency  CFOs? 

Answer.  The  role  of  the  Office  of  Federal  Financial  Management  (OFFM) 
is  to  support  OMB's  financial  management  functions  through  the  develop- 
ment of  policies  and  guidance  materials  for  financial  management  both  gov- 
ernment wide  and  in  individual  agencies.  OFFM  often  works  in  tandem 
with  the  other  statutory  management  offices.  For  example,  OFFM  is  work- 
ing with  the  Office  of  Federal  Procurement  Policy  to  define  the  concepts 
and  requirements  for  electronic  commerce.  OFFM  works  with  the  Office  of 
Information  Regulatory  Administration  on  defining  policies  for  the  agencies' 
financial  systems. 

OFFM's  relationship  with  the  Resource  Management  Offices  (RMOs)  estab- 
lished by  0MB  2000  is  to  help  program  examiners  ensure  that  the  agencies 
properly  implement  and  carry  out  the  financial  management  policies  re- 
quired by  the  Chief  Financial  Officers  Act,  the  Government  Management 
and  Reform  Act  and  the  other  financial  management  statutes.  All  necessary 
information  is  developed  and  given  to  RMO  staffs,  joint  efforts  are  under- 
taken to  develop  needed  financial  management  changes  and  improvements 
in  the  agencies  (including  credit  reform  and  financial  systems),  and  the 
RMOs  are  assisted  in  monitoring  agency  implementation  of  financial  poli- 
cies. 

3.  The  Government  Management  Reform  Act  of  1994  calls  for  audited  financial 
statements  for  the  23  agencies  with  Chief  Financial  Officers  beginning  in  1997  and 
an  audited  financial  report  for  all  Federal  executive  branch  agencies  the  following 
year.  Are  these  mandates  feasible  or  will  OMB  likely  need  to  grant  some  waivers 
(permissible  in  1997  and  1998).  Please  review  agency  progress  to  date.  What  addi- 
tional steps  might  OMB  take  to  assist  in  preparation  of  these  financial  statements? 

Answer.  From  FY  1990  to  FY  1994,  agencies  have  made  continued  progress 
in  achieving  "clean  opinions"  for  their  audited  financial  statements  required 
by  the  CFOs  Act.  However,  in  FY  1996,  this  percent  is  expected  to  decrease 
because  of  the  newly-required  agency-wide  statements  for  FY  1996,  which 
will  include  activities  not  previously  subject  to  the  requirement  for  an  an- 
nual audited  financial  statement.  Nonetheless,  we  are  optimistic  about 
meeting  GMRA's  requirements. 

OMB,  GAO,  the  Department  of  the  Treasury,  the  CFO  Council,  and  agency 
Inspectors  General  are  developing  a  plan  for  preparing  and  auditing  the 
government-wide  statement  covering  FY  1997  activities. 

4.  What  do  you  consider  to  be  OMB's  general  role  with  respect  to  financial  audits 
of  Federal  agencies?  What  specific  responsibilities  does  OMB  have? 

Answer.  While  primary  responsibility  for  correction  of  audit  findings  resides 
with  the  agencies,  OMB  clearly  has  an  oversight  responsibility  in  this  area. 
OMB  needs  to  ensure  that  agency  follow-up  systems  are  actually  fixing 
problems  and  detecting  problems  before  they  occur.  The  annual  audit  proc- 
ess imposed  by  the  CFOs  Act  requires  auditors  to  report  internal  control 
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weaknesses  and  compliance  problems,  including  the  status  of  uncorrected 
findings  from  previous  years.  This  audit  reporting  process  provides  a  means 
for  0MB  to  monitor  an  agency's  progress  in  correcting  deficiencies.  OMB's 
RMOs  will  be  actively  involved  in  monitoring  agency  progress  as  well  as  in 
addressing  the  resource  requirements  to  solve  these  problems. 

5.  Under  OMB's  financial  management  program,  Department  of  Treasury  and 
0MB  financial  data  bases  are  to  be  integrated.  What  is  your  understanding  of  this 
effort,  and  how  is  it  proceeding?  What  are  your  views  on  its  contribution  to  improv- 
ing budget  preparation  and  financial  management? 

Answer.  OMB's  long-term  objective  is  to  establish  integrated  databases  of 
all  financial  and  performance  measurement  data  necessary  to  meet  the  ana- 
lytical and  reporting  needs  of  0MB  and  the  Department  of  the  Treasury. 
Integrated  central  agency  databases  are  critical  to  ensure  adequacy,  con- 
sistency, and  timeliness  of  financial  information  for  government-wide  re- 
porting and  to  support  policy  and  budget  formulation. 

Steady  progress  is  being  made  to  increase  the  integration  of  Treasury  and 
0MB  data  bases.  0MB  is  working  closely  with  FMS  as  it  upgrades  its  fi- 
nancial data  collection  and  storage  systems  to  ensure  that  the  availability 
of  information  between  the  two  agencies  is  as  seamless  as  possible. 

6.  What  is  your  impression  of  the  condition  of  internal  controls  across  government 
today,  and  what  is  the  affect  of  inadequate  internal  controls  on  agency  budgets? 

Answer.  Management  controls  are  generally  stronger  today  than  they  were 
prior  to  implementation  of  several  critical  pieces  of  management  legislation 
over  the  last  15  years,  including  the  Federal  Managers'  Financial  Integrity 
Act  (FMFIA)  of  1982,  the  Inspector  General  Act  Amendments  of  1988,  and 
the  Chief  Financial  Officers  Act  of  1990.  However,  the  priority  placed  on 
identifying  and  correcting  management  control  deficiencies  varies  consider- 
ably among  agencies.  Those  agencies  which  systematically  review  their  op- 
erations, through  management  evaluations,  IG  reports,  and/or  audited  fi- 
nancial statements,  generally  identify  and  make  needed  management  im- 
provements better  than  those  agencies  which  do  not  take  seriously  their  ob- 
ligation to  conduct  such  reviews. 

The  Federal  Government  continues  to  make  progress  in  identifying  both  in- 
dividual and  systemic  incidents  of  waste,  fraud,  abuse  and  mismanagement. 
The  importance  of  management  controls  is  enhanced  as  government  be- 
comes more  performance-oriented.  Some  individuals  will  always  manage  to 
cheat  the  system,  but  we  are  getting  better  at  evaluating  and  improving 
systems  of  controls  that  can  prevent  widespread  abuses  and  loss  of  funds. 
Management  controls  are  critical  to  maintaining  confidence  in  the  integrity 
of  government  programs. 

VII.  INTERGOVERNMENTAL  RELATIONS 

1.  What  role  might  0MB  play  in  implementing  Title  II  (Regulatory  Accountability 
and  Reform)  of  the  Unfunded  Mandates  Reform  Act  of  1995?  Please  discuss  any 
guidance  provided  already  or  anticipated  from  0MB  to  the  affected  agencies. 

Answer.  Title  II  directs  agencies  to  take  a  number  of  specific  steps  to  assess 
the  effects  of  Federal  regulatory  actions  on  State,  local,  and  tribal  govern- 
ments, and  the  private  sector.  Nine  days  after  enactment,  on  March  31, 
1995,  0MB  Director  Rivlin  issued  "Guidance  for  Implementing  Title  II  of 
S.  1"  (M-95-09)  to  the  Heads  of  Executive  Departments  and  Agencies.  That 
guidance  summarized  agency  statements  that  are  to  accompany  significant 
regulatory  actions.  It  also  described  the  requirement  that  agencies  are  to 
identify  and  consider  a  reasonable  number  of  regulatory  alternatives  and 
from  those  alternatives  select  the  least  costly,  most  cost-effective  or  least 
burdensome  alternative,  or  explain  why  such  an  alternative  was  not  se- 
lected. This  guidance  also  pointed  out  that  0MB  is  to  submit  certain  re- 
ports to  Congress  detailing  agency  compliance  each  year  with  the  require- 
ments of  Title  II.  In  addition,  the  Office  of  Information  and  Regulatory  Af- 
fairs within  0MB,  in  its  review  of  draft  agency  regulations  under  Executive 
Order  No.  12866,  is  monitoring  agency  implementation  of  Title  II. 

2.  The  Fiscal  Year  1996  Budget  proposes  the  creation  of  a  number  of  "performance 
partnerships,"  that  would  consolidate  194  categorical  grants  and  devolve  program 
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administration  to  States  and  localities.  Do  the  Administration's  proposals  differ 
from  the  various  block  grant  proposals  initiated  by  the  Congress?  How? 

Answer.  The  Administration's  performance  partnership  proposals  differ  in 
important  respects  from  traditional  block  grants. 

Block  grants  hand  money  to  the  States  regardless  of  performance.  Perform- 
ance partnerships  would  establish  a  new  relationship  with  State  and  local 
governments.  This  new  relationship  would  involve  shared  agreement  be- 
tween the  Federal  Government  and  States  and  localities  on  the  general 
problem  to  be  solved  (areas  of  national  interest,  such  as  housing  clean  air, 
serving  children),  a  general  means  to  measure  actual  performance,  and 
freedom  to  do  it  best  adapted  to  a  community's  needs  to  get  results.  Unlike 
block  grants,  they  are  "partnerships"  because  Federal,  State  and  local  gov- 
ernments would  jointly  design  the  program  and  measure  program  results. 

Performance  partnerships  differ  from  block  grants  because  they  treat  out- 
comes (not  process  or  inputs)  as  the  principal  measure  of  success  and  tie 
funds  and  flexibility  to  improved  performance.  For  example,  performance 
partnerships  will  focus  on  whether  air  and  water  are  getting  cleaner  (not 
simply  whether  environmental  regulations  are  in  place);  teen  pregnancy 
rates  (not  only  numbers  of  clients  served);  and  literacy  and  other  learning 
standards  (not  school  and  teacher  expenditures). 

3.  In  your  view,  what  is  the  appropriate  role  of  the  Federal  Government  vis-a- 
vis the  State  and  local  governments  in  domestic  governance?  Are  there  any  program 
areas  that  you  believe  must  be  conducted  at  the  national  level?  What  criteria  would 
you  use  to  decide  this  issue? 

Answer.  In  an  emerging  global  economy,  advances  in  communications  and 
technology  make  possible  a  new  ordering  of  Federalism.  The  Federal  Gov- 
ernment has  been  slowly  adapting  to  these  new  realities.  The  Federal  Gov- 
ernment should  focus  its  role  on: 

— areas  of  vital  concern  to  the  nation  as  a  whole; 

— defense  and  international  issues; 

— interstate  issues; 

— areas  where  consistent  national  approaches  are  desirable  or  where  com- 
petition among  and  between  States  is  destructive; 

— essential  fiscal  equity;  and 

— and  measuring  outcomes  and  impacts  rewarding  success,  disseminating 
innovation,  and  helping  to  solve  problems. 

4.  What  role  is  0MB  playing  with  regard  to  the  District  of  Columbia's  financial 
situation?  What  are  the  Federal  Government's  responsibilities  to  the  city? 

Answer.  OMB's  role  continues  to  play  its  primary  role  as  coordinator  and 
facilitator  for  various  Administration  efforts  related  to  the  District's  finan- 
cial situation.  0MB  worked  closely  with  Congress  and  the  Treasury  Depart- 
ment to  draft  the  District  of  Columbia  Financial  Responsibility  and  Man- 
agement Assistance  Act  of  1995  (P.L.  104-8),  which  created  the  District  of 
Columbia  Financial  Assistance  Authority.  The  Authority's  primary  role  is 
to  assist  the  District  government  in  developing  a  multi-year  financial  plan 
to  attain  budgetary  balance  by  FY  1999.  0MB  staff  have  provided  support 
and  assistance  to  the  Authority  as  it  begins  its  operations. 

At  the  President's  request  Director  Rivlin  chairs  an  interagency  working 
group  on  the  District  that  meets  every  four  to  six  weeks.  Representatives 
from  relevant  Cabinet  Departments  were  asked  to  provide  immediate  tech- 
nical assistance  to  their  District  counterparts;  to  assess  their  resource  con- 
straints; and  to  identify  long-range  solutions  to  structural  problems  of  the 
District  government  in  their  program  areas. 

VIII.  SPECIAL  INITIATIVES  AND  CONCERNS 

1.  The  National  Performance  Review  recommended  in  September  1993  that  0MB 
improve  its  relationship  with  the  other  agencies  of  the  Federal  Government.  The 
NPR  reported  one  year  later  that  a  March  1995  reorganization — 0MB  2000 — oc- 
curred, at  least  in  part,  in  response  to  this  recommendation.  What  are  your  views 
on  this  reorganization  and  its  contribution  to  improved  OMB-agency  relations,  and 
what  will  your  responsibilities  be  concerning  the  improvement  of  these  relation- 
ships? 
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Answer.  In  a  March  1994  memorandum  to  0MB  staff,  Leon  Panetta  and 
Alice  Rivlin  stated  that  the  basic  premise  of  the  0MB  2000  reforms  was 
that  "to  be  successful  in  improving  Executive  branch  operations,  OMB's 
oversight  role  must  better  integrate  our  budget  analysis,  management  re- 
view and  policy  development  roles."  To  "improve  OMB's  ability  to  serve  the 
Presidency  in  coming  years,"  they  decided  to  make  changes  in  OMB's  orga- 
nization processes  and  work  environment.  They  also  "responded  to  concerns 
raised  .  .  .  about  OMB  agency  relations." 

I  believe  that  the  changes  made  to  implement  OMB  2000  have  been  produc- 
tive. OMB's  various  policy  responsibilities  are  more  internally  integrated 
and  lines  of  communication  with  the  agencies  are  clearer.  OMB  has  also 
been  working  hard,  and  I  believe  successfully,  in  the  President's  Manage- 
ment Council,  the  Chief  Financial  Officers  Council,  and  the  President's 
Council  on  Integrity  and  Efficiency  to  solicit  advice  from  and  provide  infor- 
mation to  the  agencies  on  major  policy  and  management  issues. 

One  of  my  responsibilities  if  confirmed,  along  with  the  Deputy  Director  for 
Management  and  others  in  OMB,  would  be  to  insure  that  our  relationships 
with  the  agencies  remain  productive. 

2.  Recently,  at  the  initiative  of  the  National  Performance  Review,  OMB  began  de- 
veloping a  legislative  proposal  establishing  a  new  computer  and  telecommunications 
innovative  projects  working  capital  fund,  which  would  be  financed  by  garnishing  a 
small  percentage  of  agency  information  technology  budgets.  What  are  your  views  on 
creating  such  surcharge  capital  funds,  particularly  regarding  the  budgetary  implica- 
tions of  such  arrangements? 

Answer.  GSA  is  conducting  an  innovative  projects  pilot  using  the  Informa- 
tion Technology  Fund.  On  a  voluntary  basis,  agencies  purchasing  services 
through  the  Fund  pay  a  small  surcharge  which  is  used  by  GSA  to  fund  in- 
formation technology  projects  that  have  government-wide  applicability.  The 
funding  level  for  this  pilot  effort  is  about  $3.5  million  per  year. 

OMB  is  awaiting  the  results  of  the  GSA  pilot  to  determine  whether  a  legis- 
lative proposal  for  a  new  working  capital  fund  is  appropriate.  We  also  ex- 
f)ect  to  be  working  with  Congress  on  proposed  legislation  that  would  estab- 
ish  such  a  fund. 

We  would  generally  prefer  that  efforts  of  this  sort  be  directly  funded  rather 
than  through  multiple  agencies'  payments  to  a  working  capital  fund  to  en- 
sure full  visibility  and  control  over  direction  and  scope  of  the  projects.  How- 
ever, some  projects  with  government-wide  benefit  (e.g.,  electronic  mail  di- 
rectories) are  difficult  to  get  started  with  direct  funding  from  an  individual 
agency.  In  such  cases,  for  limited  time  periods  and  with  appropriate  over- 
sight and  financial  controls,  a  mechanism  such  as  this  may  be  useful. 

IX.  RELATIONS  WITH  CONGRESS 

1.  Do  you  agree  without  reservation  to  respond  to  any  reasonable  summons  to  ap- 
pear and  testify  before  any  duly  constituted  committee  of  Congress  if  you  are  con- 
firmed? 

Answer.  Yes. 

2.  Do  you  agree  without  reservation  to  reply  to  any  reasonable  request  for  infor- 
mation from  any  duly  constituted  committee  of  Congress  if  confirmed? 

Answer.  Yes. 

Senator  Stevens.  Thank  you  very  much.  We  will  have  questions 
later. 

Mr.  LeBlanc,  we  welcome  you. 

TESTIMONY  OF  WILLIAM  H.  LeBLANC  III,  OF  WASHINGTON,  DC, 
TO  BE  COMMISSIONER,  POSTAL  RATE  COMMISSION 

Senator  Stevens.  Mr.  LeBlanc,  do  you  have  family  members  you 
wish  to  introduce  and  a  statement  you  wish  to  make? 

Mr.  LeBlanc.  Mr.  Chairman,  my  family  could  not  be  here.  We 
have  some  medical  problems  at  home,  but  thank  you  very  much  for 
asking. 
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Senator  STEVENS.  We  will  be  your  family  this  morning. 

Mr.  LeBlanc.  Fine.  That  will  be  no  problem. 

Senator  STEVENS.  Go  right  ahead. 

Mr.  LeBlanc.  I  want  to  thank  you  for  having  the  hearing  this 
morning.  I  thank  your  staff  for  all  the  help  they  have  given  me. 
It  is  a  true  pleasure  to  be  here.  I  want  to  thank  my  good  friend 
Senator  Bennett  Johnston  for  all  of  his  support  while  I  have  been 
in  Washington. 

I  want  to  also  thank  the  President.  It  has  been  an  honor  and  a 
pleasure  to  serve  the  other  Presidents  for  the  last  7  years,  and  I 
look  forward  to  doing  so  for  President  Clinton,  if  my  nomination  is 
accepted. 

I  want  to  thank  my  fellow  Commissioners  for  their  friendship 
and  their  guidance.  I  have  been  a  Commissioner  on  the  Postal  Rate 
Commission  since  1987.  Much  has  happened  in  the  postal  arena 
since  then,  and  I  have  had  the  privilege  of  contributing,  I  feel,  and 
I  hope  in  a  very  small  way  to  have  the  same  privilege  in  the  future. 

I  look  forward  again  to  working  with  the  Postal  Service.  I  thank 
you  very  much.  I  would  be  more  than  happy  to  answer  any  ques- 
tions that  you  may  have. 

[The  biographical  statement  of  Mr.  LeBlanc  follows:] 

BIOGRAPHICAL  AND  FINANCIAL  INFORMATION  REQUESTED  OF 

NOMINEES 

A.  BIOGRAPHICAL  INFORMATION 

1.  Name:  (Include  any  former  names  used.) 

William  Hardee  LeBlanc,  III  (signature) 
"Trey"  (Nickname) 

2.  Position  to  which  nominated: 

Commissioner,  U.S.  Postal  Rate  Commission — Reappointment 

3.  Date  of  nomination:  April  27,  1995 

4.  Address:  (List  current  place  of  residence  and  office  addresses.) 
Home:  960  Glenmore  Avenue,  Baton  Rouge,  LA  70806 

Office:  1333  H  Street,  NW,  Suite  300,  Washington,  DC  20268-0001 

5.  Date  and  place  of  birth:  May  15,  1948,  Baton  Rouge,  LA 

6.  Marital  status:  (Include  maiden  name  of  wife  or  husband's  name.) 
Married  to  Jane  Lessel  Crews 

7.  Names  and  ages  of  children: 

Rachel  Lucille  LeBlanc — 21 
Elizabeth  Claire  LeBlanc— 19 
William  Hardee  LeBlanc — 11 

8.  Education:  List  secondary  and  higher  education  institutions,  dates  attended, 
degree  received  and  date  degree  granted. 

Catholic  High  School  1962-1966 

Baton  Rouge,  Louisiana,  Diploma  Received  1966 

Louisiana  State  University,  1966-1967 

Baton  Rouge,  LA,  1970-1972 

B.S.  Degree  in  Management,  Winter  1972 

9.  Employment  record:  List  all  jobs  held  since  college,  including  the  title  or  de- 
scription of  job,  name  of  employer,  location  of  work,  and  dates  of  employment. 
(Please  use  separate  attachment,  if  necessary.) 

1972-1987 — Baton  Rouge  Supply  Company,  Incorporated,  Baton  Rouge,  LA 
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1972-1973 — Worked  in  all  phases  of  yard  operation,  from  driving  trucks 

and  unloading  box  cars,  to  cleaning  and  working  in  the  warehouse. 

1973-1975 — Executive  Trainee.  Worked  in  all  phases  of  the  business  from 

collections  to  sales  management. 

1975-1979— General  Manager 

1979-1987 — President  and  General  Manager 

1987-Present — CommissionerA/^ice  Chairmman,  Postal  Rate  Commission 

10.  Military  Service:  List  any  military  service,  including  dates,  rank,  and  type  of 
discharge. 

United  States  Marine  Corps,  3/69-7/73,  Sgt.  E-5,  Honorable  Discharge 

11.  Government  experience:  List  any  advisory,  consultative,  honorary  or  other 
part-time  service  or  positions  with  Federal,  State,  or  local  governments,  other  than 
those  listed  above. 

None. 

12.  Previous  Appointments:  Prior  to  this  appointment,  have  you  ever  been  nomi- 
nated for  a  position  requiring  confirmation  by  the  Senate?  If  so,  please  list  each 
such  position,  including  the  date  of  nomination,  Senate  confirmation,  and  Commit- 
tee hearing,  if  any. 

Yes. 

Commissioner,  U.S.  Postal  Rate  Commission 

Date  of  Nomination:  September  21,  1987 

Date  of  Senate  Confirmation:  November  24,  1987 

Hearing:  Governmental  Affairs  Committee 

Commissioner,  U.S.  Postal  Rate  Commission 
Date  of  Nomination:  May  1988  (?) 
Date  of  Senate  Confirmation:  June  8,  1988 
Hearing:  Governmental  Affairs  Committee 

13.  Business  relationships:  List  all  positions  held  as  an  officer,  director,  propri- 
etor, agent,  representative,  or  consultant  of  any  corporation,  company,  firm,  partner- 
ship, or  other  business  enterprise,  educational  or  other  institution. 

Baton  Rouge  Supply  Co.,  Inc. — President 

D&L  Building  Partnership — Partner 

Louisiana  Building  Material  Dealers  Assoc. — Director/President 

L  &  H  Distributing  Co.,  Inc. — President 

14.  Memberships:  List  all  memberships  and  offices  held  in  professional,  business, 
fraternal,  scholarly,  civic,  public,  charitable  and  other  organizations. 

Louisiana  Building  Materials  Dealers  Association 

Baton  Rouge  Lumber  Dealers 

Home  Builders  Association  of  Baton  Rouge 

Baton  Rouge  Chamber  of  Commerce 

Social  Group — The  Alexians 

15.  Political  affiliations  and  activities: 

(a)  List  all  offices  with  a  political  party  which  you  have  held  or  any  public  office 
for  which  you  have  been  a  candidate. 

None. 

(b)  List  all  memberships  and  offices  held  in  and  services  rendered  to  all  political 
parties  or  election  committees  during  the  last  10  years. 

I  was  a  member  of  the  finance  committee  of  Thomas  H.  Hudson — unsuc- 
cessful Democratic  hopeful  for  the  U.S.  House  of  Representatives  from  the 
State  of  Louisiana — 1980. 

(c)  Itemize  all  political  contributions  to  any  individual,  campaign  organization,  po- 
litical party,  political  action  committee,  or  similar  entity  of  $50  or  more  for  the  past 
5  years. 

None. 

16.  Honors  and  awards:  List  all  scholarships,  fellowships,  honorary  degrees,  hon- 
orary society  memberships,  military  medals  and  any  other  special  recognitions  for 
outstanding  service  or  achievements. 

Outstanding  Catholic  Youth  Award — 1966 — Baton  Rouge,  LA 
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17.  Published  writings:  List  the  titles,  publishers,  and  dates  of  books,  articles,  re- 
ports, or  other  published  materials  which  you  have  written.  It  would  be  helpful  for 
the  Committee  to  have  three  copies  of  each  published  writing.  Please  denote  any 
of  those  for  which  you  are  unable  to  provide  copies. 

None. 

18.  Speeches:  Provide  the  Committee  with  three  copies  of  any  formal  speeches  you 
have  delivered  during  the  last  5  years  of  which  you  have  copies  and  are  on  topics 
relevant  to  the  position  for  which  you  have  been  nominated. 

Provided  to  the  Committee. 

19.  Congressional  Testimony:  Have  you  ever  testified  before  a  Committee  of  the 
Congress?  If  so,  please  provide  details,  including  date(s). 

Yes.  House  and  Senate  Oversight  Committees  of  Postal  Affairs  on  a  yearly 
basis  since  1988. 

20.  Selection:  (a)  Do  you  know  why  you  were  chosen  for  this  nomination  by  the 
President? 

I  believe  I  was  chosen  on  the  recommendation  of  U.S.  Senator  J.  Bennett 
Johnston,  and  the  work  ethic  I  possess. 

(b)  What  do  you  believe  in  your  background  or  employment  experience  affirma- 
tively qualifies  you  for  this  particular  appointment? 

My  years  of  running  my  own  business  gave  me  a  special  understanding  of 
the  business  community's  problems.  This  understanding  helps  me  make  a 
more  constructive  contribution  to  the  independent  and  neutral  decisions  of 
the  Commission.  I  also  believe  that  my  seven  years  on  the  Commission  will 
bring  continuity  to  the  Commission,  which  is  especially  needed  now  for  the 
ongoing  rate  case.  Also,  my  experience  as  Vice  Chairman  of  the  Postal  Rate 
Commission. 

B.  FUTURE  EMPLOYMENT  RELATIONSHIPS 

1.  Will  you  sever  all  connections  with  your  present  employers,  business  firms, 
business  associations  or  business  organizations  if  you  are  confirmed  by  the  Senate? 

If  I  had  any  outside  interests  I  would  certainly  do  so,  but  I  am  fully  em- 
ployed by  the  Postal  Rate  Commission  at  this  time. 

2.  Do  you  have  any  plans,  commitments  or  agreements  to  pursue  outside  employ- 
ment, with  or  without  compensation,  during  your  service  with  the  government?  If 
so,  explain. 

No.  I  have  no  plans,  commitments  or  agreements  to  pursue  outside  employ- 
ment during  my  service  with  the  government.  However,  because  I  commute 
between  my  home  in  Louisiana  and  Washington,  if  someone  were  to  pursue 
me,  I  would  be  inclined  to  at  least  look  at  any  offer  that  may  be  made. 

3.  Do  you  have  any  plans,  commitments  or  agreements  after  completing  govern- 
ment service  to  resume  employment,  affiliation  or  practice  with  your  previous  em- 
ployer, business  firm,  association  or  organization? 

No. 

4.  Has  anybody  made  a  commitment  to  employ  your  services  in  any  capacity  after 
you  leave  government  service? 

No. 

5.  If  confirmed,  do  you  expect  to  serve  out  your  full  term  or  until  the  next  Presi- 
dential election,  whichever  is  applicable? 

Yes — to  the  best  of  my  ability — however,  see  No.  2  above. 

C.  POTENTIAL  CONFLICTS  OF  INTEREST 

1.  Describe  all  financial  arrangements,  deferred  compensation  agreements,  and 
other  continuing  dealings  with  business  associates,  clients  or  customers. 

At  this  time  I  have  none. 
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2.  Indicate  any  investments,  obligations,  liabilities,  or  other  relationships  which 
could  involve  potential  conflicts  of  interest  in  the  position  to  which  you  have  been 
nominated. 

None. 

3.  Describe  any  business  relationship,  dealing  or  financial  transaction  which  you 
have  had  during  the  last  10  years,  whether  for  yourself,  on  behalf  of  a  client,  or 
acting  as  an  agent,  that  could  in  any  way  constitute  or  result  in  a  possible  conflict 
of  interest  in  the  position  to  which  you  have  been  nominated. 

None. 

4.  Describe  any  activity  during  the  past  10  years  in  which  you  have  engaged  for 
the  purpose  of  directly  or  indirectly  influencing  the  passage,  defeat  or  modification 
of  any  legislation  or  affecting  the  administration  and  execution  of  law  or  public  pol- 
icy. 

None. 

5.  Explain  how  you  will  resolve  any  potential  conflict  of  interest,  including  any 
that  may  be  disclosed  by  your  responses  to  the  above  items.  (Please  provide  copies 
of  any  trust  or  other  agreements.) 

To  the  best  of  my  knowledge,  I  have  no  conflicts  of  interest  at  this  time, 
however,  if  something  were  to  come  up  that  I  do  not  know  of  at  this  time, 
I  would  disassociate  myself  from  any  interest  that  were  deemed  to  be  a  con- 
flict. 

6.  Do  you  agree  to  have  written  opinions  provided  to  the  Committee  by  the  des- 
ignated agency  ethics  officer  of  the  agency  to  which  you  are  nominated  and  by  the 
Office  of  Government  Ethics  concerning  potential  conflicts  of  interest  or  any  legal 
impediment  to  your  serving  in  this  position? 

Yes. 

D.  LEGAL  MATTERS 

1.  Have  you  ever  been  disciplined  or  cited  for  a  breach  of  ethics  for  unprofessional 
conduct  by,  or  been  the  subject  of  a  complaint  to  any  court,  administrative  agency, 
professional  association,  disciplinary  committee,  or  other  professional  group?  If  so, 
provide  details. 

No 

2.  Have  you  ever  been  investigated,  arrested,  charged  or  held  by  any  Federal, 
State,  or  other  law  enforcement  authority  for  violation  of  any  Federal,  State,  county 
or  municipal  law,  regulation  or  ordinance,  other  than  a  minor  traffic  offense?  If  so, 
provide  details. 

No 

3.  Have  you  or  any  business  of  which  you  are  or  were  an  officer  ever  been  in- 
volved as  a  party  in  interest  in  any  administrative  agency  proceeding  or  civil  litiga- 
tion? If  so,  provide  details. 

On  or  about  1986  Capital  Bank  and  Trust  of  Baton  Rouge  was  taken  over 
by  the  FDIC.  In  this  takeover  the  FDIC  initiated  a  legal  action  against  my 
partner  and  myself  for  a  note  that  was  held  by  the  former  bank.  This  issue 
has  been  resolved.  As  of  April  1994  all  personal  liabilities  from  any  litiga- 
tion have  been  completely  eliminated. 

4.  Have  you  ever  been  convicted  (including  pleas  of  guilty  or  nolo  contendere)  of 
any  criminal  violation  other  than  a  minor  traffic  offense? 

No 

5.  Please  advise  the  Committee  of  any  additional  information,  favorable  or  unfa- 
vorable, which  you  feel  should  be  considered  in  connection  with  your  nomination. 

I  am  now  the  sitting  Vice  Chairman  of  the  Postal  Rate  Commission  and  the 
senior  member  of  the  5-member  Commission  in  length  of  service.  I  believe 
that  I  now  have  an  expertise  in  the  very-complex  postal  arena  and  that  I 
provide  a  continuity  to  the  Commission  in  these  very  fast-moving  and  con- 
stantly-changing times,  as  well  as  providing  some  expertise  for  the  ongoing 
rate  case  that  is  now  before  us. 
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E.  FINANCIAL  DATA 
(Retained  in  Committee  Files) 


PRE-HEARING  QUESTIONS  FOR  WILLIAM  H.  LeBLANC,  III  TO  BE  A 
COMMISSIONER  OF  THE  POSTAL  RATE  COMMISSION 

I.  NOMINATION  PROCESS  AND  POTENTIAL  CONFLICTS 

1.  Were  any  conditions,  expressed  or  implied,  attached  to  your  nomination  to  be 
a  Commissioner  of  the  Postal  Rate  Commission? 

No. 

2.  Have  you  made  any  specific  commitments  with  respect  to  the  basic  policies  and 
philosophy  which  you  will  follow  while  a  Commissioner  of  the  Postal  Rate  Commis- 
sion? If  so,  please  describe  these  commitments. 

No. 

3.  To  your  knowledge,  did  persons  representing  interests  subject  to  Postal  Rate 
Commission  regulation  actively  support  or  endorse  your  appointment?  If  so,  please 
provide  details  of  those  activities. 

No. 

4.  Is  there  currently  any  issue  under  consideration  by  the  Postal  Rate  Commission 
from  which  you  may  have  to  disqualify  yourself?  If  so,  please  explain. 

No. 

5.  Do  you  have  any  interest  in  any  corporation,  partnership,  association,  or  other 
entity  which  is  a  significant  user  of  the  mails  or  whose  interest  may  be  affected  sig- 
nificantly by  the  levels  of  postage  rates  or  degree  of  postal  service? 

No. 

II.  ROLE  AND  RESPONSIBILITIES  OF  THE  POSTAL  RATE  COMMISSION 

1.  What  do  you  believe  are  the  most  important  responsibilities  of  the  Postal  Rate 
Commission? 

To  further  the  purposes  of  the  Postal  Service  in  the  development  of  rec- 
ommended fees,  rates,  and  mail  classifications  under  the  policy  guidelines 
outlined  in  Chapter  36  of  Title  39. 

2.  If  confirmed  to  a  second  term,  what  new  challenges  do  you  expect  to  face  as 
a  Commissioner  of  the  Postal  Rate  Commission? 

To  balance  the  needs  and  desires  of  the  American  people  for  postal  service 
with  the  pressures  for  change  emanating  from  major  elements  of  the  mail- 
ing community  and  the  Postal  Service  itself 

3.  What  will  be  your  top  priorities  and  objectives  in  a  second  term  as  a  Member 
of  the  Commission? 

In  addition  to  ensuring  that  the  PRC  remains  a  vital  and  dynamic  member 
of  the  postal  system,  I  would  like  to  see  the  establishment  of  a  permanent, 
small  study  group  jointly  staffed  by  the  PRC  and  the  Postal  Service,  and 
open  to  the  public,  to  study  complex  issues  such  as  how  data  systems  can 
be  made  more  useful,  or  how  new  cost  analyses  might  be  structured.  Infor- 
mation on  such  important  issues,  jointly  arrived  at,  might  do  much  to  im- 
prove the  rate  mailing  process. 

4.  What  contributions  do  you  feel  you  can  make  to  the  Postal  Service  as  a  Com- 
missioner of  the  Postal  Rate  Commission? 

I  consider  myself  to  be  most  knowledgeable  of  the  needs  and  desires  of  the 
American  postal  community — large  mailers  and  small  mailers.  My  experi- 
ence on  the  Commission  has  provided  me  with  an  excellent  understanding 
of  the  dynamics  of  the  rate  mailing  process. 
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III.  POLICY  ISSUES 

1.  The  Postal  Service's  rate  classification  reform  proposal  gives  the  very  largest 
mailers  heavy  discounts  at  the  expense  of  others  who,  because  of  their  smaller  size, 
will  not  be  able  to  meet  the  Postal  Service's  volume  or  saturation  requirements. 

Do  you  believe  that  this  approach  conflicts  with  the  Postal  Service's  public  service 
role  of  providing  universal  service  at  uniform  rates? 

This  proposal,  if  accepted  in  whole  or  in  major  part,  will  have  a  dramatic 
impact  upon  the  pricing  relationships  of  the  various  types  of  mail.  Since  the 
hearings  on  this  proposal  are  on-going,  it  would  be  premature  for  me  to 
state  an  opinion  on  the  desirability  of  these  proposals. 

2.  The  reform  proposal  also  provides  no  automation  discount  for  courtesy  reply 
mail  since  this  mail  must  meet  all  of  the  Postal  Service's  automation  requirements, 
what  is  your  view  on  whether  it  should  also  qualify  for  an  automation  discount? 

At  this  time,  and  subject  to  further  information,  I  see  no  reason  why  the 
Postal  Service  should  not  seriously  consider  providing  an  automation  dis- 
count for  courtesy  reply  mail. 

3.  In  1994  the  price  markup  on  the  direct  cost  of  First-Class  Mail,  to  cover  over- 
head costs,  was  67  percent.  For  third  class  the  markup  was  about  49  percent.  The 
Postal  Service  believes  that  First-Class  Mail  should  assume  an  even  greater  share 
of  the  overhead  to  better  ensure  the  economic  viability  of  the  organization. 

However,  the  Postmaster  General  has  disclosed  that  business-to-business  mail,  a 
critical  portion  of  First-Class  Mail,  has  declined  by  a  third  during  past  several  years 
because  these  customers  are  turning  to  electronic  alternatives.  Further,  third  class 
volume  is  increasing  at  twice  the  rate  of  First-Class  Mail  (5  percent  versus  2-2.5 
percent  in  1994  and  1995). 

In  view  of  these  trends,  do  you  think  it  is  wise  to  adopt  a  pricing  strategy  that 
further  favors  third  class  mail  over  First  Class? 

This  is  a  most  complex  issue  and  one  that  the  PRC  and  the  Postal  Service 
consider  in  every  rate  case.  The  statute  requires  that  rate  decisions  be 
based  on  evidence  presented  in  an  open  public  record,  so  the  Service  and 
other  interested  parties  always  prepare  evidence,  and  offer  proposals,  on 
the  most  appropriate  pricing  strategy  to  deal  with  the  changing  environ- 
ment in  which  the  Postal  Service  must  operate.  Pricing  strategies  which 
balance  and  reflect  the  relevant  statutory  policies  will  change  in  light  of 
changes  in  the  evidence  presented  to  the  Commission.  These  strategies  are 
not  predicated  on  favoring  one  class  of  mail  or  type  of  mailer  over  another. 
In  my  view,  the  economic  viability  of  the  Postal  Service  depends  most  of 
all  on  improving  the  quality  of  service. 

4.  You  have  been  an  outspoken  critic  of  the  Postal  Service's  mounting  unrecovered 
prior  year  losses,  which  occur  when  it  does  not  request  rate  increases  sufficient  to 
cover  its  expenses.  An  unfortunate  corollary  to  this  practice  is  the  increasing  long- 
term  debt  resulting  from  inadequate  current-year  income  to  cover  current  operating 
costs.  While  admittedly  this  financial  situation  is  of  concern  for  an  organization 
seeking  greater  financial  freedom,  to  its  credit,  the  Postal  Service  reported  that  it 
has  in  the  last  year  or  so  made  some  progress  in  reducing  its  outstanding  long-term 
debt.  Do  you  agree,  from  your  analysis  of  the  Service's  current  financial  status,  that 
the  above  situation  is  improving  and,  if  so,  is  the  progress  satisfactory  in  your  view? 
What  steps  do  you  believe  are  warranted  by  the  Service  to  restore  its  financial  sta- 
bility by  operating  to  a  greater  extent  on  a  pay-as-you-go  basis? 

The  financial  condition  of  the  Postal  Service  is  improving.  It  still  has  a  long 
way  to  go.  I  am  confident  that  the  Postal  Service  will  restore  its  financial 
stability  if  it  does  three  things:  (1)  improve  service,  (2)  focus  its  efforts  on 
the  delivery  of  hard  copy  mail,  and  (3)  continue  to  reduce  costs  at  all  levels. 

5.  Following  the  1990  dispute  over  allocation  of  institutional  costs  among  mail 
classes  with  the  29-cent  stamp,  the  GAO  suggested  that  Congress  consider  amend- 
ing the  nine  ratemaking  criteria  used  for  allocating  overhead  costs  and  setting  post- 
al rates.  In  particular,  GAO  addressed  the  amount  of  consideration  given  to  demand 
pricing,  which  considers  the  'Value-of-service"  to  the  sender. 

Although  demand  pricing  is  not  the  only  way  to  address  postal  competition,  does 
the  Commission  believe  that  increased  emphasis  on  demand  factors  is  a  necessary 
component  of  a  ratemaking  strategy  to  protect  the  long-run  viability  of  the  Postal 
Service?  Why  or  why  not? 
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The  Commission  gives  considerable  weight  to  the  "value  of  service"  of  the 
various  classes  and  subclasses  of  mail  when  recommending  rates.  In  fact, 
in  the  most  recent  rate  case,  Docket  No.  R94-1,  the  Commission  considered 
demand  for  the  various  classes  of  mail  even  though  the  Postal  Service  es- 
sentially ignored  this  factor  and  proposed  a  uniform,  across-the-board  in- 
crease for  all  classes.  As  I  described  in  answer  III  3.  above,  the  proper 
weight  to  accord  to  any  individual  statutory  factor  in  a  specific  case  will 
vary  depending  on  the  evidence  before  the  Commission. 

6.  GAO  suggested  that  Congress  determine  whether  volume  discounts  proposed  by 
the  Postal  Service  would  result,  as  the  PRC  has  ruled,  in  undue  or  unreasonable 
discrimination  among  mailers.  GAO's  report  noted  that  private  carriers  widely  use 
volume  discounting  as  a  pricing  strategy,  and  the  inability  to  offer  volume  discounts 
prevents  the  Postal  Service  from  competing  head-to-head  with  Federal  Express  and 
United  Parcel  Service  in  the  business-to-business  market. 

Given  this  practice's  wide  use  in  the  private  sector,  why  should  volume  discount- 
ing not  be  used  by  the  Postal  Service? 

The  June  1992  report  of  the  Joint  Task  Force  of  the  Board  of  Governors 
of  the  United  States  Postal  Service  and  the  Postal  Rate  Commission,  con- 
cluded that  non-discriminatory  volume  discounts  could  be  designed  which 
would  be  consistent  with  current  law,  and  it  recommended  that  such  rates 
be  considered.  The  Postal  Service  has  not  yet  seen  fit  to  propose  rates  con- 
sistent with  this  recommendation. 

7.  Bulk  business  mail  represents  the  largest  single  source  of  revenue  for  the  Post- 
al Service — about  one-half  of  all  revenue.  Postage  discounts  are  allowed  when  bulk 
business  mail  is  presorted  and/or  prebarcoded  because  processing  costs  for  the  Post- 
al Service  are  reduced.  In  fiscal  year  1994  discounts  totaled  about  $8  billion.  The 
Postal  Service's  system  for  verifying  that  bulk  business  mail  has  been  properly 
presorted  and/or  prebarcoded  may  be  inadequate  to  give  the  Postal  Service  the  as- 
surance it  needs  that  the  discounts  were  earned. 

In  developing  recommended  rates,  does  the  Commission  consider  the  effectiveness 
of  the  Postal  Service's  system  for  accepting  bulk  business  mail — i.e.,  does  the  Com- 
mission consider  the  adequacy  of  the  Postal  Service's  acceptance  system  for  insuring 
that  all  revenues  due  from  bulk  mailings  are  being  collected  and/or  the  Postal  Serv- 
ice is  benefiting  from  reduced  processing  costs?  If  so,  what  is  the  Commission's  over- 
all assessment  of  the  Postal  Service's  system  for  accepting  bulk  business  mailings? 

The  adequacy  of  the  revenue  protection  features  of  the  Postal  Service  sys- 
tem for  accepting  bulk  business  mail  has  not  been  raised  by  any  participant 
in  a  recent  Commission  proceeding.  The  Commission's  authority  to  address 
these  issues  is  only  within  the  context  of  a  formal  case. 

8.  The  Postal  Service  and  the  Postal  Rate  Commission  have  agreed  that  section 
407(a)  of  the  1970  Act  permits  the  Postal  Service  to  set  international  rates  without 
approval  from  the  Commission.  While  the  Commission  does  not  set  international 
rates,  international  mail  costs,  volume  and  revenues  are  of  significance  to  the  Com- 
mission in  omnibus  rate  proceedings.  In  previous  omnibus  rate  filings,  the  Postal 
Service  has  provided  extensive  data  concerning  international  costs,  volumes  and 
revenues  as  part  of  its  filings  and  has  responded  to  questions  about  them.  But  in 
its  R94— 1  filing,  the  Postal  Service  stopped  providing  this  data. 

Is  the  Commission  concerned  about  this  development?  If  so,  what  are  the  con- 
cerns? 

If  the  Postal  Service  continues  to  withhold  data  on  international  mail  costs,  vol- 
ume, and  revenue  from  the  Commission,  how  can  the  Commission  and  Congress  ad- 
dress this  matter? 

Yes.  The  PRC  has  a  legitimate  interest  in  knowing  the  costs,  volumes  and 
revenues  of  international  mail.  It  is  the  only  way  that  the  PRC  can  deter- 
mine whether  domestic  mail  rates  are  subsidizing  international  mail.  I 
would  hope  that  if  the  Congressional  committees  with  oversight  of  the  Post- 
al Service  indicated  that  the  Commission  should  have  access  to  this  infor- 
mation, the  Service  would  again  make  the  relevant  data  available,  and 
there  would  be  no  need  for  corrective  legislation.  The  Congress  may  need 
to  be  firm  on  this  matter.  The  Postal  Service  has  adamantly  refused  to  pro- 
vide this  information,  even  denying  the  specific  requests  of  members  of 
Congress  for  this  information. 

9.  As  you  know,  proposals  to  privatize  the  Nation's  letter  mail  service  have  been 
made  often.  In  its  final  report  of  March  1988,  the  President's  Commission  on  Privat- 
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ization  appointed  by  President  Reagan  called  for  an  end  to  the  Postal  Service's  mo- 
nopoly and  for  the  sale  of  its  assets  through  the  creation  of  a  Postal  Employee  Stock 
Ownership  Plan.  What  are  your  views  on  privatization  of  the  Postal  Service? 

I  am  very  skeptical  of  concepts  of  privatization  of  the  Postal  Service.  It 
dearly  threatens  the  concept  of  universal  service  and  other  national  pur- 
poses of  the  Postal  Service  which  have  underlain  the  operation  of  the  Postal 
Service  since  its  very  inception. 

10.  Other  postal-related  recommendations  proposed  in  the  past  have  included  (1) 
repeal  of  the  mail  monopoly  on  third  class  addressed  letters,  and  (2)  repeal  of  re- 
strictions on  the  deposit  of  non-Postal  Service-delivered  mail  items  in  private  mail 
boxes.  What  are  your  views  on  the  postal  monopoly  and  mail  box  restriction? 

The  main  role  of  the  Postal  Service  in  the  United  States  is  to  tie  the  nation 
together  by  providing  for  the  prompt  and  reliable  exchange  of  correspond- 
ence of  all  the  people.  The  postal  monopoly  needs  to  be  maintained  because 
it  makes  this  universal  service  economically  feasible.  There  may  be  reasons 
for  modifying  the  mail  box  rule,  but  I  do  not  know  of  any  persuasive  argu- 
ments to  this  effect. 

11.  Among  postal  administrations  which  have  been  "privatized,"  all  but  one  re- 
main wholly  owned  by  their  respective  governments.  The  one  exception,  the  Dutch 
postal  service,  is  still  70  percent  state-owned.  In  addition,  New  Zealand  and  Argen- 
tina are  moving  toward  mixed  public  and  private  ownership.  For  the  most  part, 
however,  what  constitutes  privatization  actually  is  "commercialization"  of  govern- 
ment entities  to  allow  them  to  operate  in  much  the  same  manner  as  for-profit,  com- 
mercial businesses.  Experience  to  date  has  shown  that  there  generally  is  an  inverse 
relationship  between  profitability  and  price  regulation.  In  other  words,  the  more 
heavily  postal  rates  are  regulated,  the  less  likely  are  national  posts  to  earn  a  profit. 
At  a  time  when  we  are  searching  for  ways  to  reduce  the  massive  federal  deficit, 
commercialization  of  the  U.S.  Postal  Service  may  well  be  an  opportunity  to  generate 
needed  federal  revenues.  To  do  so,  however,  could  require  substantial  deregulation 
of  the  mail  and,  consequently,  a  diminution  of  the  Commission's  roles  and  respon- 
sibilities. How  do  you  feel  about  such  a  prospect?  How  might  the  Commission's  roles 
and  functions  be  redesigned  to  facilitate  a  more  competitive,  less  regulated  postal 
system? 

First,  I  think  it  must  be  said  that  the  United  States  Postal  Service  has 
thrived  since  becoming  subject  to  rate  regulation  in  the  Postal  Reorganiza- 
tion Act  of  1970.  The  Commission  has  initiated  and/or  supported  rate  con- 
cepts which  have  helped  the  Service  to  enjoy  strong  volume  growth  while 
maintaining  rates  below  those  experienced  in  most  other  countries.  That 
does  not  mean  that  a  new  system  might  not  bring  improvements.  However, 
I  would  caution  against  acting  without  fully  considering  the  potential  rami- 
fications of  "commercialization."  I  am  not  sure  that  the  nation  would  benefit 
if  the  Postal  Service  used  its  monopoly  power  and  its  inherent  advantages 
as  a  government  entity  to  drive  tax-paying  private  delivery  services  out  of 
business. 

12.  Unofficial  estimates  of  the  amount  of  First-Class  Mail  diverted  thus  far  to 
competitive  communication  technologies  range  from  as  little  as  20  to  as  much  as  35 
percent.  More  importantly,  electronic  diversion  of  hard-copy  letters  is  expected  to 
continue  at  much  the  same  or  even  accelerated  paces.  As  this  occurs,  the  mix  of 
mail  placed  in  individual  mail  boxes  will  change,  with  advertising  accounting  for  an 
increasing  percentage  of  hard  copy  deliveries.  Though  some  advertising  certainly  is 
time-sensitive,  especially  from  the  point  of  view  of  the  sender,  it  may  not  have  quite 
the  same  importance  to  the  receiver  as  some  of  the  mail  which  increasingly  is  being 
diverted  to  electronic  media,  such  as  payroll,  pension  and  assistance  payments,  and 
monthly  bills.  Without  suggesting  that  we  would  step  back  from  our  philosophical 
commitment  to  universal  delivery,  the  changing  mix  of  mail  might  allow  us  to  re- 
duce the  frequency  and  perhaps  even  the  scope  of  universal  delivery,  thereby  also 
assisting  the  Postal  Service  to  lower  its  operating  costs  significantly.  How  do  you 
feel  about  the  possibility  of  reducing  the  frequency  and  maybe  even  the  scope  of  uni- 
versal delivery? 

In  my  view,  the  scope  of  universal  delivery  is  tightly  linked  to  the  letter 
mail  monopoly.  The  monopoly  exists  to  make  universal  service  feasible,  and 
if  timely  universal  service  is  eliminated,  then  the  monopoly  may  actually 
work  a  hardship,  by  preventing  private  firms  from  providing  service  which 
the  public  wants  and  needs. 
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IV.  RELATIONS  WITH  CONGRESS 

1.  Do  you  agree  without  reservation  to  respond  to  any  reasonable  summons  to  ap- 
pear and  testify  before  any  duly  constituted  committee  of  the  Congress  if  you  are 
confirmed? 

Yes. 

2.  Do  you  agree  without  reservation  to  reply  to  any  reasonable  request  for  infor- 
mation from  any  duly  constituted  committee  of  the  Congress  if  you  are  confirmed? 

Yes. 

Senator  Stevens.  Thank  you  very  much. 
Ms.  Marshall,  welcome. 

TESTIMONY  OF  SHERYL  R.  MARSHALL,  OF  MASSACHUSETTS, 
TO  BE  A  MEMBER,  FEDERAL  RETIREMENT  THRIFT  INVEST- 
MENT BOARD 

Senator  Stevens.  Ms.  Marshall,  do  you  have  family  with  you 
this  morning? 

Ms.  Marshall.  Friends. 

Senator  Stevens.  That  is  good. 

Ms.  Marshall.  I  would  like  to  recognize  Howard  Salwen  and  my 
friend  Eleanor  Acheson,  who  is  Assistant  Attorney  General  of  the 
United  States,  who  are  here  with  me  today. 

Senator  Stevens.  We  welcome  you  here.  Thank  you  very  much. 

Do  you  have  a  statement? 

Ms.  Marshall.  Yes.  I  would  hke  to  thank  President  Clinton  for 
nominating  me.  Senator  Kennedy  for  coming  this  morning,  and 
you,  Senator  Stevens,  and  your  staff  for  all  your  assistance. 

I  am  honored  to  be  serving  our  country  this  way  and  using  the 
18  years  of  experience  I  have  had  on  Wall  Street  for  the  Thrift 
Fund  Retirement  Board  and  I  am  looking  forward  to  serving. 

Thank  you. 

[The  biographical  statement  of  Ms.  Marshall  follows:] 

BIOGRAPHICAL  AND  FINANCIAL  INFORMATION  REQUESTED  OF 

NOMINEES 

A.  BIOGRAPHICAL  INFORMATION 

1.  Name:  Sheryl  R.  Marshall 

2.  Position  to  which  nominated:  Federal  Retirement  Thrift  Investment  Board 

3.  Date  of  Nomination:  12/20/94 

4.  Address:  Residence:  130  Dudley  Rd.,  Newton,  MA  02159 

Business:  75  State  St.,  Boston,  MA  02109 

5.  Date  and  place  of  birth:  12/5/49  Boston,  MA 

6.  Marital  Status:  Divorced. 

7.  Name  and  age  of  children:  Dana  Marshall,  15 

8.  Education:  List  secondary  and  higher  education  institutions,  dates  attended, 
degree  received  and  date  degree  granted. 

(1)  Newton  South  High  School,  graduated,  1967 

(2)  Framingham  State  College,  1967-1969 

(3)  Tel-Aviv  University  1/71-7/71 

(4)  Emerson  College  1969-1972,  B.A.  1972 

(5)  Simmons  College  1975-1976,  M.B.A.  1976 

9.  Employment  record:  List  all  jobs  held  since  college,  including  the  title  or  de- 
scription of  job,  name  of  employer,  location  of  work  and  dates  of  employment. 
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1973-12/74  Robert  Half  Personnel,  Boston,  MA 

1977-1982  Merrill  Lynch,  Boston,  MA,  Stockbroker 

1982-1989  Drexel,  Burnham,  Lambert,  Boston,  MA,  Stockbroker 

First  Vice  President,  Investments 
1989-1993  Smith  Barney,  Boston,  MA,  Stockbroker 

First  Vice  President,  Investments. 
1993-present  Donaldson,  Lufkin,  Jenrette,  Boston,  MA,  Stockbroker 

Vice  President,  Investor  Services  Group 

10.  Military  Service:  List  any  military  service,  including  dates,  rank,  and  type  of 
discharge. 

None. 

11.  Government  Experience:  List  any  advisory,  consultative,  honorary  or  other 
part  time  service  or  positions  with  Federal,  State,  or  local  governments,  other  than 
those  listed  above. 

None. 

12.  Previous  Appointments:  Prior  to  this  appointment,  have  you  ever  been  nomi- 
nated for  a  position  requiring  confirmation  by  the  Senate?  If  so,  please  list  each 
such  position,  including  the  date  of  nomination.  Senate  confirmation,  and  Commit- 
tee hearing,  if  any. 

No. 

13.  Business  relationships:  List  all  positions  held  as  an  officer,  director,  trustee, 
partner,  proprietor,  agent,  representative,  or  consultant  of  any  corporation,  com- 
pany, firm,  partnership,  or  other  business  enterprise,  educational  or  other  institu- 
tion. 

None. 

14.  Memberships:  List  all  memberships  and  offices  held  in  professional,  business, 
fraternal,  scholarly,  civic,  public,  charitable  and  other  organizations.  Memberships 
(current): 

Massachusetts  Women's  Forum,  Board  Member 

Huntington  Theater,  Trustee,  6/94  to  present 

Pine  Street  Inn,  Board  Member.  1/94  to  present 

Massachusetts  Thrift  Fund,  Board  Member  and  Chair  of  the  Investment 

Committee 

15.  Political  affiliations  and  activities:  (a)  List  all  offices  with  a  political  party 
which  you  have  held  or  any  public  office  for  which  you  have  been  a  candidate. 

Candidate  for  Democratic  State  Party  Chair,  1992 
Delegate,  Democratic  National  Convention,  1992 

(b)  List  all  memberships  and  offices  held  in  and  services  rendered  to  all  political 
parties  or  election  committees  during  the  last  10  years. 

Finance  Committee:  Evelyn  Murphy  for  Lt.  Governor,  1985-1986 
Finance  Committee:  Evelyn  Murphy  for  Governor,  1990 
Finance  Committee:  John  Kerry  for  Senate,  1988 
Finance  Committee:  Edward  Kennedy  for  Senate:  1994 
Business  Leadership  Council:  DNC  1992-now 
"Women's  Leadership  Forum:  DNC  1992-now 
Women's  Democratic  Senate  Campaign  Committee:  1992-now 

(c)  Itemize  all  political  contributions  to  any  individual,  campaign  organization,  po- 
litical party,  political  action  committee,  or  similar  entity  of  $50  or  more  for  the  past 
5  years. 

Political  Contributions 

1991 

Feb.  14 — Patricia  McGovern  Committee $50 

May  10 — Rosario  Salerno  Committee $50 

Sept.  19— Bruce  Boiling  Committee $50 

Oct.  29— Rosario  Salerno  Committee $100 

Dec.  12 — Massachusetts  Women's  Political  Caucus $100 

1992 

May  26— Carol  Moseley-Braun $250 

June  9— Clinton  for  President $100 

June  9 — Arnie  Arneson  for  Governor $100 
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June  15 — Barbara  Hildt  for  Congress $100 

June  15 — Barney  Frank  for  Congress $100 

June  23 — Rosario  Salerno  for  Mayor $100 

June  26 — Democratic  State  Committee $150 

July  4— Emily's  List $250 

July  10— Democratic  Women  2000 $50 

July  20 — Diane  Wilkerson  Committee $50 

Aug.  27— Wilkerson  for  Senate $50 

Oct.  12— Raugh  for  Senate $100 

Oct.  29— Regina  Villa $50 

Oct.  29— Cheryl  Jacques $50 

Oct.  29— Terry  Murray $50 

Oct.  29— Diane  Wilkerson $50 

Oct.  29— Olver  for  Congress $100 

Nov.  19 — Committe  to  re-elect  Boiling $100 

Dec.  9 — Rosario  Salerno  Committee $100 

1993 

Feb.  11— Edward  Kennedy  Committee $1,000 

Mar.  27— Salerno  Committee $250 

April  29 — Democratic  State  Committee $100 

May  5— Feinstein  for  Senate $1,000 

June  14 — Salerno  Committee $250 

July  2— Diane  Modica $50 

July  2— Mitchell  Committee $250 

July  25— Elaine  Noble $100 

Aug.  19 — Salerno  Committee $500 

Sept.  30— Shoettler  for  Treasurer $500 

Nov.  30— Ann  Richards  Committee $500 

Dec.  1 — Marty  Meehan  Campaign $250 

1994 

Jan.  14— Gerry  Studds $100 

Mar.  12 — Democratic  National  Committee $1,000 

May  20— Wynia  for  Senate $1,000 

May  20— Women's  DSCC $250 

May  24— Lynn  Shenk $100 

June  9 — Massachusetts  Women's  Political  Caucus $50 

June  24— Pollack  for  Senate $100 

June  29— Durfee  for  Governor $250 

Sept.  8— Edward  Kennedy  for  Senate $200 

Oct.  13— Hyatt  for  Senate $100 

1995 

Jan.  25 — Democratic  National  Committee $1,000 

Apr.  13— Clinton-Gore  Re-elect $250 

June  20— Shannon  O'Brien $100 

June  21 — Achtenberg  for  Mayor $100 

16.  Honors  and  Awards:  List  all  scholarships,  fellowships,  honorary  degrees,  hon- 
orary society  memberships,  military  medals,  and  other  special  recognitions  for  out- 
standing service  or  achievements. 

Alumni  Achievement  Award,  Graduate  School  of  Management,  Simmons 

College,  1986 

Woman  of  the  Year,  Big  Sister  of  Greater  Boston,  1992 

Abigail  Adams  Award,  Mass  Women's  Political  Caucus,  1995 

17.  Published  Writings:  List  the  titles,  publishers  and  dates  of  books,  articles,  re- 
ports, or  other  published  materials  which  you  have  written.  It  would  be  helpful  for 
the  Committee  to  have  three  copies  of  each  published  writing.  Please  denote  any 
of  those  for  which  you  are  unable  to  provide  copies. 

Women  and  Money,  The  New  England  Journal  of  Public  Policy,  1990  fol- 
lows: 
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Women  and  Getting  Money  and 

Money  Using  It 


Sheryl  R.  Marshall 


The  author  of  this  article  has  spent  her  career  in  the  world  of  finance.  Here  she  examines 
the  way  women  make  economic  decisions.  The  article  centers  on  attitudes  concerning 
women,  money,  and  financial  independence;  the  availability  or  lack  of  capital  for  women 
who  want  to  start  businesses;  and  a  strategy  for  using  their  economic  clout  to  forward  the 
agenda  of  the  economic  empowerment  of  women. 


A  parable  in  the  Bible  tells  of  a  woman  who  loses  one  of  the  ten  silver  pieces  she 
owns.  In  order  to  find  the  lost  coin,  she  lights  the  lamps  and  works  feverishly  into 
the  night,  sweeping  and  cleaning,  searching  in  every  comer  until  she  discovers  it.' 

The  coins  women  owned  —  and  frequently  displayed  on  their  costumes  and  head- 
dresses —  during  biblical  times  represented  their  wealth  as  well  as  security  against  hard 
times  brought  about  by  divorce,  widowhood,  or  debilitation  of  the  family  breadwinner. 
Women  did  not  spend  this  wealth,  nor  could  they  invest  it;  they  hoarded  it  against  the 
fearful  day  when  they  might  be  forced  to  use  it  to  survive.  These  coins,  which  they 
brought  with  them  into  marriage,  were  their  only  property,  and  they  had  little  possibility 
of  gaining  more,  since  the  commercial  world  was  regulated  and  controlled  by  men.  As  a 
result  of  their  economic  disenfranchisement  and  concomitant  socialization  and  mores, 
women  were  essentially  powerless,  both  individually  and  as  a  force  for  change. 

Nothing  is  new  under  the  sun,  and  in  regard  to  women  and  money,  this  is  all  too  true. 
Women  have  made  little  progress  in  the  past  several  thousand  years  in  the  way  in  which 
they  deal  with  money.  Like  the  woman  in  the  Bible,  women,  by  and  large,  still  do  not 
know  how  to  deal  with  or  handle  money  —  how  to  get  it,  how  to  use  it,  how  to  put  it  to 
work,  or  the  power  they  can  wield  with  it. 


Women,  Money,  and  Independence 

Externals  can  change  quickly:  the  Berlin  wall  is  flung  open  in  one  day;  Poland  elects  a 
Solidarity  member  as  chief  of  state  after  decades  of  communist  suppression;  school  segre- 
gation, legal  one  day,  is  declared  illegal  by  the  Supreme  Court  the  next;  and  women,  who 


Sheryl  R.  Marshall,  a  stockbroker,  is  first  vice  president  at  Smith  Barney. 
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could  not  vote  in  July  1920,  could,  by  virtue  of  the  Nineteenth  Amendment,  do  so  after 
August  18  of  the  same  year. 

Internal  reorientation  in  response  to  such  changes  takes  longer  to  occur  than  do  the 
objective  manifestations.  Analyzing,  synthesizing,  and  internalizing  change  are  necessary 
processes  that  extend  far  beyond  the  media  outbursts  accompanying  upheavals  in  social 
and  political  policy.  Thirty-five  years  after  Brown  v.  Board  of  Education  revolutionized 
the  laws  governing  race  relations  in  the  United  States,  we  are  still  trying  to  grapple  — 
individually  and  as  a  society,  subjectively  and  objectively  —  with  the  ramifications  of  the 
Court's  decision.  It  will  be  years,  probably  generations,  before  the  impact  of  the  events  in 
Eastern  Europe  is  assimilated  into  those  people's  and  our  political,  socioeconomic,  and 
cultural  lives. 

Women,  in  gaining  the  right  to  vote,  became  free  political  creatures,  yet  they,  and  soci- 
ety as  a  whole,  have  even  today  not  completely  digested  what  that  means.  Women  have  not 
grasped  the  economic  implications  of  enfranchisement,  nor  the  intimate  connection  in  our 
political/legal  system  among  economics,  politics,  and  the  law.  It  is  probably  safe  to  say 
that  the  majority  of  women  —  in  spite  of  external  manifestations  to  the  contrary  —  have 
not  internalized  the  concept  of  personal,  lifelong  independence.  In  fact,  one  commentator 
who  works  in  the  field  of  gerontology  and  developed  a  poll  to  study  women's  financial 
acumen,  observed  that  most  younger  and  single  working  women  "haven't  gotten  it  to- 
gether" because  they  are  still  operating  under  the  Prince  Charming  syndrome,  the  belief 
that  someone  who  can  take  care  of  everything  will  come  along.' 

This  1989  poll  developed  for  McCall's  magazine  by  Christopher  Hayes  of  the  Pre- 
Retirement  Education  Planning  for  Women  project  showed  that  33  percent  of  the  respon- 
dents did  not  have  their  own  checking  accounts;  44  percent  had  never  personally  made 
investments  in  stocks,  bonds,  mutual  ftinds,  or  real  estate;  42  percent  were  unaware  of 
their  entitlements  under  their  own  or  their  spouse's  Social  Security  and  pensions;  and  43 
percent  had  not  prepared  a  financial  plan  for  retirement.'  This  study  is  in  accord  with  the 
results  of  a  survey  of  23,000  readers  conducted  in  1988  by  Ms.  magazine."  A  forty-three- 
year-old  single  women  wrote: 

I  tended  to  see  marriage  as  a  means  of  attaining  financial  and  social  security.  In  my  late 
thinies.  I  began  to  explore  ways  of  securing  my  financial  future  as  a  single  woman. 
Now  that  I  have.  I  feel  much  safer  and  more  confident  than  ever  before. 

Another  woman,  thirty-six,  expressed  a  similar  sentiment: 

My  knight  in  shining  armor  didn't  come  along,  and  I  have  fully  prepared  for  my  future 
without  him.  It's  the  Joke  that  so  many  women  my  age  share  —  we've  become  the  men 
we  wanted  to  marry.' 

It  seems  clear  that  a  woman  who  expects  someone  to  come  along  and  take  care  of  her 
may  think  there  is  no  need  for  her  to  take  risks  involving  her  money.  But  this  is  too  sim- 
plistic an  answer  and  only  part  of  the  picture.  The  reasons  for  women's  lack  of  financial 
risk  taking  are  more  varied  and  complex.  They  involve,  among  other  things,  her  socializa- 
tion; her  formal  education;  her  experience;  the  way  she  is  perceived  by  the  business  com- 
munity and  the  community  at  large;  her  support  systems;  and  her  ability  to  break  into  the 
"old  boy"  network.  Most  people  who  are  involved  in  women's  studies  would  probably 
agree  that  females  are  socialized  differently  than  males.  This  issue  can  raise  the  question 
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of  nurture  versus  nature,  but  I  do  not  want  to  try  to  determine  the  genesis  of  these  differ- 
ences; I  will,  instead,  simply  put  forth  my  observations  and  those  of  others  and  leave  it  to 
readers  to  assign  themselves  to  the  category  in  which  they  belong. 

Women  are  relatively  new  players  in  handling  money.  In  the  Western  world,  they  have 
long  reared  children,  tended  the  household,  and  held  the  family  together  while  men  went 
forth  to  hunt  and  fight  off  the  enemies  who  threatened  the  security  of  the  family.  The 
characteristics  that  fostered  a  woman's  caretaker  role  were  the  ones  promoted:  concern 
with  harmony  between  people;  self-sacrifice;  suppression  of  individuality;  noncompeti- 
tiveness;  and  passivity,  among  others.  In  this  situation  women  were  tnore  people  oriented 
and  subjective,  men  more  engrossed  in  external  objective  interests.  Women,  who  were 
concerned  with  their  individual  family  and  its  security,  had  little  occasion  to  view  a  larger 
picture,  and  taking  risks  was  antithetical  to  their  interests. 

These  home-and-hearth  characteristics  of  security  consciousness  and  self-sacrifice  are 
frequently  translated  into  women's  lives  today.  The  Ms.  magazine  poll  demonstrates  this. 
When  asked  if  they  feared  being  homeless  someday,  41  percent  of  women  in  the  $15,000 
to  $24,000  annual  income  category  responded  in  the  affirmative,  and  a  surprising  14 
percent  of  those  earning  in  excess  of  $75,000  expressed  that  fear  as  well.' 

Respondents  were  also  asked  how  comfortable  they  felt  spending  money  on  certain 
items,  assuming  they  had  the  means.  Fifty-one  percent  said  they  would  have  no  problem 
buying  gifts  for  others,  42  percent  said  they  could  easily  spend  to  treat  others  to  dinner, 
and  39  percent  would  have  no  difficulty  giving  to  a  cause.  A  mere  7  percent  replied  that 
they  would  have  no  trouble  buying  costly  luxury  items,  and  only  27  percent  said  they 
would  feel  comfortable  paying  someone  to  clean  their  house.'  The  message  underlying 
these  responses  is  implicit.  Self-sacrifice  is  still  an  important  personality  trait  that  gov- 
erns these  women's  feelings  and  actions. 

Educational  background  and  lack  of  experience  are  further  factors  inhibiting  women's 
willingness  to  take  the  risks  that  might  lead  to  financial  independence.  According  to  a 
survey  conducted  by  the  Investment  Company  Institute  and  reported  in  the  Christian  Sci- 
ence Monitor,  25  percent  of  the  women  polled  said  they  lack  the  education  to  make  the 
right  decisions  about  investing,  are  afraid  to  lose  money,  and  do  not  know  whom  to  trust.' 

This  is  not  surprising  in  light  of  the  fact  that  the  overwhelming  majority  of  female  col- 
lege snjdents  have  had  a  liberal  arts  education  and  service-related  occupational  experi- 
ence, while  their  male  counterparts  hold  a  vastly  larger  number  of  engineering  and 
business  degrees.'  Majoring  in  such  fields  as  "psychology,  sociology,  or  education 
teaches  strong  'people'  skills,  but  a  fundamental  understanding  of  economics,  finance,  or 
marketing  is  often  lacking."'"  Does  this  seeming  preference  for  liberal  arts  indicate  a 
choice  by  women  that  is  free  from  influence  —  an  innate  interest  in  these  fields  —  or  is 
their  "choice"  a  result  of  being  socialized  in  a  male  hierarchical  culture  that  still  espouses 
certain  acceptable  occupations  for  women?  Most  guidance  counselors  still  advise  women 
to  enter  liberal  arts  and  discourage  them  from  going  into  male-dominated  fields."  While 
these  may  be  positive  career  choices  for  women,  they  may  also  serve  further  to  distance 
women  from  the  worlds  of  money  and  finance. 

It  is  no  wonder  then  that  women  hesitate  to  take  business  risks;  many  have  not  experi- 
enced economic  independence  and  are  unaccustomed  to  taking  financial  risk;  they  are 
uncomfortable  in  an  arena  for  which  they  have  not  been  socialized  and  lack  the  educa- 
tional background  that  would  give  them  entree  to  the  business  world,  where  they  could 
gain  experience  in  finance  and  handling  money. 
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Even  when  women  do  enter  business,  they  usually  choose  a  service-related  field;  over 
90  percent  of  the  businesses  begun  by  women  are  service  related. '^  Once  again,  this  is  not 
surprising  considering  the  socioeducational  background  of  most  women.  Yet  service- 
related  industries  provide  the  smallest  return  on  investment.  For  example,  women-owned 
businesses  in  the  six  New  England  states  account  for  23  percent  of  all  businesses,"  but 
only  10  percent  of  all  sales."  And  of  the  close  to  4  million  women-owned  businesses  in  the 
United  States,"  more  than  half  had  total  annual  sales  of  less  than  $5,000.'*  There  are 
several  reasons  for  these  statistics.  One  is  the  type  of  business;  another  may  be  that  women 
do  not  expect  their  businesses  to  grow  because  they  do  not  see  themselves  in  powerful, 
significant  roles;  women  still  are  compelled  to  fulfill  multiple  roles  that  include  the  bulk  of 
child  rearing  and  housekeeping  and  are  thus  fragmented  in  their  allegiances;  and  women 
have  great  difficulty  obtaining  financing.  Whatever  the  reasons,  a  business  returning 
only  $5,000  per  year  cannot  be  considered  a  major  risk  or  one  that  empowers  women. 

Historical  baggage,  negative  socialization  that  breeds  diminished  self-confidence,  and 
lack  of  experience  and  education  are  compounded  by  lack  of  support  and  mentoring.  (See 
Elizabeth  Cook's  article  in  this  volume.)  While  men  usually  employ  outside  advisers  such 
as  lawyers  and  accountants  to  be  their  most  important  supporters,  women  consider  their 
spouses  to  be  their  most  important  advisers,  close  friends  next  most  important,  and  busi- 
ness associates  third."  Enthusiastic  support  and  encouragement  from  these  sources  is 
vital  for  a  woman  who  is  going  to  take  a  financial  risk  by  starting  or  investing  in  a  busi- 
ness, for  women  have  not  been  taught  to  believe  in  themselves  and  their  own  ideas."  But  in 
these  times  of  necessary  dual  incomes,  how  many  husbands  will  actively  encourage  their 
wives  to  give  up  a  $25,000  a  year  job  with  its  benefits  in  favor  of  a  $5,000  a  year  shaky 
venture?  Few,  if  any.  Yet  without  the  full-blown  support  of  those  around  her,  it  is  hard  for 
a  woman  to  shore  up  her  self-esteem  when  she  launches  a  business.  For  a  single  woman 
the  risk  is  even  greater.  Not  only  does  she  not  have  the  protection  of  a  spousal  income,  but 
single  women  earn  less  than  single  men  —  $10,618  to  men's  $19,878  median  income"  — 
and  simply  do  not  have  as  much  in  savings  to  invest  or  use  as  a  cushion  during  a  new  busi- 
ness start-up.  Support  of  those  important  to  her  is  even  more  important  in  light  of  women's 
difficulty  in  obtaining  financing,  the  implicit  message  being  that  financial  institutions 
do  not  have  faith  in  women's  ability  to  sustain  a  profitable  business. 


Access  to  Capital 

Women  entrepreneurs  still  face  discrimination.  Most  women  typically  start  their  busi- 
nesses with  money  borrowed  from  friends  and  family,  because  businesswomen  are  still 
treated  as  second-class  citizens  by  the  financial  community.™  While  it  is  true  that  financ- 
ing is  a  problem  for  every  entrepreneur,  the  problem  is  often  more  acute  for  women  for 
several  reasons. 

First,  many  women  lack  a  financial  track  record  in  business,  which  results  in  problems 
in  dealing  with  lending  institutions.  When  considering  a  loan,  commercial  banks  or  ven- 
ture capitalists  are  interested  in  an  entrepreneur's  financial  history.  A  woman  is  more 
likely  to  lack  experience  in  executive  management;  she  has  probably  had  limited  financial 
responsibilities;  and  she  most  often  proposes  a  nonproprietary  product.  Under  these 
circumstances  she  does  not  have  a  solid  argument  to  persuade  a  loan  officer  to  lend  start- 
up capital.  She  must  frequently  have  her  husband  cosign  a  note,  seek  a  co-owner,  or  use 
personal  assets  or  savings. 
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Another  reason  women  encounter  difficulties  in  the  area  of  finance  is  their  lack  of  skill 
and  experience  in  financial  planning,  accounting,  marketing,  and  operations.  As  noted, 
most  women  entrepreneurs'  backgrounds  did  not  give  them  the  opportunity  to  develop 
confidence  in  business  management  and  in  negotiating  financial  matters,  which  increases 
the  risk  in  the  eyes  of  the  lender.  Third,  the  "glass  ceiling"  exerts  an  effect  on  women's 
ability  to  raise  capital.  Middle-  and  upper-level  management  positions  in  corporations  are 
good  training  grounds  for  self-employment;  although  women  have  made  progress  attain- 
ing these  positions,  they  have  not  climbed  the  corporate  ladder  as  far  as  their  male  coun- 
terparts have.  The  result  is  that  even  women  with  corporate  management  experience  have 
not  had  the  same  opportunity  as  men  to  learn  negotiating  skills  and  to  make  important 
financial  decisions,  nor  have  they  made  as  many  important  business  associations  as  men 
have.  (See  Dell  Mitchell's  article  on  the  importance  of  business  networking  in  this  vol- 
ume.) 

Finally,  the  service-oriented  industries  to  which  women  gravitate  usually  have  no  tangi- 
ble assets,  and  institutions  are  uncomfortable  lending  money  when  there  is  little  or  no 
equipment  or  product  to  serve  as  collateral.  Furthermore,  traditional  "female"  busi- 
nesses simply  are  not  taken  as  seriously  as  "male"  businesses  such  as  manufacturing, 
construction,  and  the  like. 

As  hard  as  it  is  for  women  to  get  start-up  or  seed  money  for  a  business,  the  difficulty  of 
financing  is  evident  at  other,  higher  levels  of  business  as  well.  One  need  only  read  the 
newspaper  accounts  of  the  leveraged  buyouts  and  takeovers  that  occurred  in  the  1980s.  No 
women  are  involved  in  these  transactions.  This  is  sometimes  due  to  women  not  wanting  to 
take  the  risk  and  sometimes  to  there  being  no  women  senior  enough  to  participate,  but 
more  often  it  is  due  to  women's  lack  of  access  to  capital.  Two  examples  of  this  phenome- 
non are  the  recent  takeovers  of  the  Allied  and  Federated  department  stores.  Many  execu- 
tives came  forward  to  buy  out  their  divisions  —  Brooks  Brothers,  Ralph's,  and 
others  —  but  not  one  woman  was  among  them. 

Of  course  there  are  exceptions.  It  was  a  woman  who  orchestrated  the  leveraged  buyout 
of  Warnaco,  but  she  was  unusual.  Without  the  ready  support  of  the  main-line  banking  or 
investment  firms  willing  to  take  the  risks  with  them,  few  women  can  or  are  willing  to  take 
the  risks  alone.  And  further  compounding  the  problem  is  the  noticeable  paucity  of  female 
investment  bankers  on  Wall  Street. 


Strategies  for  Change 

Society's  expectations  for  women  must  be  raised,  and  women  must  be  made  aware  of 
them  early  in  life,  starting  in  school.  Women  must  receive  better  career  guidance  and 
advice,  perhaps  with  a  healthy  component  of  financial  education,  in  a  friendly  setting,  as 
Margaret  McKenna  recommends  in  her  article  in  this  volume.  And  since  successful  entre- 
preneurs must  be  risk  takers,  women  must  be  helped  to  overcome  their  fear  of  risk.  This 
might  be  done  by  establishing  a  venture  capital  seed  fund  for  women  who  want  to  start 
their  own  businesses,  with  strategies  to  encourage  women  to  use  it.  In  addition,  funds 
could  be  made  available  for  women  who  are  already  in  senior  corporate  positions  and 
want  to  buy  their  own  company.  Given  the  increases  in  women-run  businesses  and  the 
numbers  of  women  in  the  workplace,  there  is  a  good  opportunity  for  financial  institutions 
seeking  new  business  opportunities  to  target  this  female  audience. 
Two  other  practical  strategies  that  are  even  more  important  and  immediately  applicable 
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to  all  women  are  to  disinvest  from  and  start  boycotting  companies  that  do  not  treat  women 
well.  As  Dawn-Marie  DriscoU  notes,  change  in  the  economic  world  will  happen  only  with 
concerted  action.  Women  today  control  the  spending  of  about  half  a  trillion  dollars  a  year 
and  bring  home  paychecks  totaling  an  estimated  $390  billion  annually."  By  the  end  of  the 
decade,  these  figures  will  rise  substantially  as  more  women  than  men  enter  the  work 
force.  One  woman  earning  $20^000  a  year  is  not  a  loud  voice  to  which  the  business  com- 
munity need  listen,  but  51  percent  of  the  population  speaking  as  one  is  a  shout  they  dare 
not  ignore.  Certainly  one  negative  story  on  the  business  pages  of  a  daily  newspaper  is 
critical  for  any  corporation.  Women  must  stop  supporting  companies  that  do  not  support 
women.  If  each  woman  would  commit  to  avoid  using  the  products  or  services  of  compa- 
nies that  do  not  have  women  in  senior  positions  or  on  their  boards  of  directors,  or  in  some 
other  way  evidence  discrimination,  women  may  be  able  to  exert  substantial  group  clout, 
or  at  least  cause  negative  publicity. 

As  an  example,  some  women,  particularly  those  with  economic  clout,  go  to  Disney 
World  with  their  families;  they  take  their  children  to  see  Disney  movies  at  General  Cin- 
ema theaters,  where  they  buy  candy  and  popcorn;  and  they  shop  at  Neiman-Marcus.  Only 
two  women  sit  on  Neiman-Marcus's  board  of  directors;  only  one  on  Disney's.  Another 
flagrant  example  of  a  company  that  owes  its  success  to  women  yet  refuses  to  place  women 
in  senior  positions  is  the  Fur  Vault,  which  is  traded  on  the  American  Stock  Exchange. 
This  company's  success  has  been  fueled  almost  exclusively  by  the  patronage  of  working 
women  who  finally  attained  enough  disposable  income  to  buy  their  own  fur  coats.  Even 
its  advertising  is  geared  to  economically  independent  women.  Not  one  woman  is  on  the 
board  of  directors  of  the  Fur  Vault.  The  same  is  true  at  the  Raytheon  Corporation,  the 
inventor  of  the  microwave  oven,  an  appliance  bought  and  used  by  an  overwhelming  num- 
ber of  working  women  who  have  little  lime  to  cook. 

The  laundry  list,  sadly,  is  a  long  one.  Many  products  of  which  women  are  the  primary 
purchasers  and  consumers  are  manufactured  by  companies  that  are  subsidiaries  of  other 
companies,  so  the  true  culprits  often  get  "lost  in  the  shuffle."  But  the  economic  strategy 
for  women  is  similar  to  the  principles  of  ethical  investing,  whether  the  issue  is  nuclear 
weapon  production,  environmental  responsibility,  or  animal  rights:  reward  the  good  com- 
panies and  punish  the  bad.  Identifying  those  which  are  open  to  female  participation  is  not 
necessarily  easy.  One  idea  to  mitigate  this  problem  might  be  for  an  interested  national 
organization  to  send  to  other  women's  groups  a  newsletter  listing  the  guilty  companies 
and  the  products  or  services  they  provide.  Or  a  group  could  simply  call  a  press  conference 
at  which  it  announces  a  "ten  worst  companies"  list  and  names  its  choices  for  the  best  ones 
in  a  given  year. 

Another  strategy  is  to  convince  women  not  to  buy  stocks  in  these  companies  in  much 
the  same  manner  as  the  civil  rights  movement  has  urged  corporations  and  state  govern- 
ments to  avoid  doing  business  with  companies  invested  in  South  Africa.  Not  only  women 
as  individuals,  but  academic  institutions,  pension  funds,  and  state  and  local  governments 
should  be  encouraged  to  examine  their  portfolios  to  make  sure  that  they  do  not  own  stock 
in  companies  that  do  not  include  women  on  their  boards  of  directors,  to  disinvest  from 
those  companies  if  they  do  have  such  stock,  and  to  state  clearly  why  they  are  withdrawing. 

The  disinvestment  in  South  Africa  has  had  an  effect  on  the  awareness  of  investors,  trust- 
ees, directors,  shareholders,  the  press,  and  public  policymakers.  Harnessing  individual 
women's  economic  power  could  have  similar  powerful  results.  To  a  great  extent,  women 
will  attain  economic  empowerment  when  they  exercise  economic  power.  It  is  time  to  start. 
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18.  Speeches:  Provide  the  committee  with  three  copies  of  any  formal  speeches  you 
have  deUvered  during  the  last  5  years  of  which  you  have  copies  and  are  on  topics 
relevant  to  the  position  for  which  you  have  been  nominated. 

None. 

19.  Congressional  Testimony:  Have  you  ever  testified  before  a  Committee  of  the 
Congress?  If  so,  please  provide  details,  including  dates. 

No. 

20.  Selection:  (a)  Do  you  know  why  you  were  chosen  for  this  nomination  by  the 
President? 

I  was  chosen  for  this  position  because  of  my  background  in  the  securities 
industry. 

(b)  What  do  you  believe  in  your  background  or  employment  experience  affirma- 
tively qualifies  you  for  this  particular  appointment? 

For  the  past  18  years  I  have  been  entrusted  with  the  management  of  peo- 
ple's investments.  In  my  career,  I  have  never  been  the  subject  of  any  dis- 
ciplinary finding  nor  have  I  ever  had  even  so  much  as  a  complaint  letter 
in  my  file.  I  have  a  lot  of  expertise  in  understanding  how  pensions  are  man- 
aged. 

B.  FUTURE  EMPLOYMENT  RELATIONSHIPS 

1.  Will  you  sever  all  connections  with  your  present  employers,  business  firms, 
business  associations  or  business  organizations  if  you  are  confirmed  by  the  Senate? 

I  will  not  sever  my  connections  because  my  appointment  with  the  govern- 
ment is  of  an  honorary  nature. 

2.  Do  you  have  any  plans,  commitments  or  agreements  to  pursue  outside  employ- 
ment, with  or  without  compensation,  during  your  service  with  the  government?  If 
so,  please  explain. 

I  will  continue  at  my  present  occupation. 

3.  Do  you  have  any  plans,  commitments  or  agreements  after  completing  govern- 
mental service  to  resume  employment,  affiliation  or  practice  with  your  previous  em- 
ployer, business  firm,  association  or  organization? 

I  will  continue  at  my  present  employers. 

4.  Has  anybody  made  a  commitment  to  employ  your  services  in  any  capacity  after 
you  leave  government  service? 

No. 

5.  If  confirmed,  do  you  expect  to  serve  out  your  full  term  or  until  the  next  Presi- 
dential election,  whichever  is  applicable? 

Yes. 

C.  POTENTIAL  CONFLICTS  OF  INTEREST 

1.  Describe  all  financial  agreements,  deferred  compensation  agreements,  and 
other  continuing  dealings  with  business  associates,  clients  or  customers. 

None. 

2.  Indicate  any  investments,  obligations,  liabilities,  or  other  relationships  which 
could  involve  potential  conflicts  of  interests  in  the  position  to  which  you  have  been 
nominated. 

None. 

3.  Describe  any  business  relationship,  dealing  or  financial  transaction  which  you 
have  had  during  the  last  10  years,  whether  for  yourself,  on  behalf  of  a  client,  or 
acting  as  an  agent,  that  could  in  any  way  constitute  or  result  in  a  possible  conflict 
of  interest  in  the  position  to  which  you  have  been  nominated. 

None. 

4.  Describe  any  activity  during  the  past  10  years  in  which  you  have  engaged  for 
the  purpose  of  directly  or  indirectly  influencing  the  passage,  defeat  or  modification 
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of  any  legislation  or  affecting  the  administration  and  execution  of  law  or  public  pol- 
icy. 

None. 

5.  Explain  how  you  will  resolve  any  potential  conflict  of  interest,  including  any 
that  may  be  disclosed  by  your  responses  to  the  above  items.  (Please  provide  copies 
of  any  trust  or  other  agreements.) 

I  will  have  any  potential  conflicts  reviewed  by  the  appropriate  people  at  the 
Thrift  Fund. 

6.  Do  you  agree  to  have  written  opinions  provided  to  the  Committee  by  the  des- 
ignated agency  ethics  officer  of  the  agency  to  which  you  are  nominated  and  by  the 
Office  of  Government  Ethics  concerning  potential  conflicts  of  interests  or  any  legal 
impediments  to  your  serving  in  this  position? 

Yes. 

D.  LEGAL  MATTERS 

1.  Have  you  ever  been  disciplined  or  cited  for  a  breach  of  ethics  for  unprofessional 
conduct  by,  or  been  the  subject  of  a  complaint  to  any  court,  administrative  agency, 
professional  association,  disciplinary  committee,  or  other  professional  group?  If  so, 
provided  details. 

No. 

2.  Have  you  ever  been  investigated,  arrested,  charged  or  held  by  any  Federal, 
State,  or  other  law  enforcement  authority  for  violation  of  any  Federal,  State,  county 
or  municipal — law,  regulation  or  ordinance,  other  than  a  minor  traffic  offense?  If  so, 
provide  details. 

No. 

3.  Have  you  or  any  business  of  which  you  are  or  were  an  officer  ever  been  in- 
volved as  a  party  in  interest  in  any  administrative  agency  proceeding  or  civil  litiga- 
tion? If  so,  provide  details. 

Yes.  During  my  tenure  at  Drexel  Burnham  Lambert,  they  were  being  inves- 
tigated by  several  different  agencies  and  they  were  the  subject  of  litigation. 

4.  Have  you  ever  been  convicted  (including  pleas  of  guilty  or  nolo  contendere)  of 
any  criminal  violation  other  than  a  minor  traffic  offense? 

No. 

5.  Please  advise  the  Committee  of  any  additional  information,  favorable  or  unfa- 
vorable, which  you  feel  should  be  considered  in  connection  with  your  nomination. 

E.  FINANCIAL  RECORD 

(Retained  in  Committee  Files) 


PRE-HEARING  QUESTIONS  FOR  SHERYL  R.  MARSHALL  TO  BE  A  MEMBER 
OF  THE  FEDERAL  RETIREMENT  THRIFT  INVESTMENT  BOARD 

I.  NOMINATION  PROCESS  AND  POTENTIAL  CONFLICTS 

1.  Were  any  conditions,  express  or  implied,  attached  to  your  nomination  as  a 
Member  of  the  Federal  Retirement  Thrift  Investment  Board  (FRTIB)? 

No. 

2.  Have  you  made  any  specific  commitments  with  respect  to  the  basic  policies  and 
philosophy  which  you  will  follow  while  a  member  of  the  Thrift  Investment  Board? 

No. 

3.  To  your  knowledge,  did  persons  representing  interests  that  could  be  influenced 
by  the  FRTIB  actively  support  or  endorse  your  nomination?  If  so,  please  explain. 

No. 

4.  Is  there  any  issue  currently  under  consideration  by  the  Thrift  Board,  or  any 
which  may  come  under  consideration,  from  which  you  may  have  to  disqualify  your- 
self? If  so,  please  explain. 
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No. 


5.  Do  you  have  any  interest  in  any  corporation,  partnership,  association,  or  other 
entity  whose  interest  may  be  affected  significantly  by  the  Board? 

No. 
II.  ROLE  AND  RESPONSIBILITY  OF  THE  POSITION  TO  WHICH  NOMINATED 

1.  What  do  you  beheve  are  the  most  important  responsibihties  the  position  to 
which  you  are  nominated  and  what  challenges  do  you  expect  to  face? 

I  believe  that  the  most  important  responsibilities  I  will  have  as  a  member 
of  the  FRTIB  are  as  follows: 

a.  To  establish  and  review  policies  governing  Thrift  Board  operation 

b.  To  establish  and  monitor  policies  for  the  Thrift  Savings  Plan 

c.  To  monitor  and  review  the  performance  of  the  investments  for  the 
Thrift  Savings  Plan. 

d.  To  evaluate  the  overall  job  performance  of  the  Executive  Director  and 
his  or  her  staff  and  to  direct  the  Executive  Director  to  take  actions  as  the 
board  may  consider  appropriate. 

2.  What  contributions  do  you  feel  you  can  make  to  the  Thrift  Board? 

I  have  been  a  stockbroker  for  18  years  and  served  on  several  investment 
committees  including  my  current  tenure  as  chair  of  the  Investment  Com- 
mittee for  the  Thrift  Fund  of  Massachusetts.  I  am  also  extremely  aware  of 
the  issues  involved  with  running  pension  and  40 IK  plans.  In  my  occupation 
I  have  had  to  act  in  a  fiduciary  capacity  on  several  occasions. 

III.  ROLE  OF  THE  THRIFT  BOARD 

1.  How  do  you  view  the  role  and  responsibilities  of  the  Thrift  Board? 

The  Thrift  Board  has  been  given  a  number  of  specific  statutory  responsibil- 
ities under  P.L.  99-335  (U.S.C.  Sec.  8401,  at  seq).  I  believe  that  the  pri- 
mary responsibility  of  a  Board  member  is  to  establish  the  policies  which 
govern  the  investments  and  administration  of  the  Thrift  Savings  Fund,  and 
also  to  monitor  and  evaluate,  as  a  prudent  fiduciary,  the  performance  of  the 
Executive  Director  and  in  doing  so  to  be  in  a  position  to  assure  the  Con- 
gress that  the  Thrift  Savings  Plan  is  being  properly  administered. 

2.  The  Thrift  Board  is  an  independent  agency.  What  do  you  consider  to  be  the 
proper  relationship  between  the  Board  and  (1)  the  President  and  (2)  the  Congress? 

I  view  the  Thrift  Board's  role  is  that  of  an  independent  government  agency. 
As  such,  the  role  and  responsibilities  of  the  Thrift  Board  are  clearly  set 
forth  in  P.L.  99-335  (U.S.C.  Sec.  8401,  et  seq).  This  statute  establishes  the 
scope  and  extent  of  the  Thrift  Board's  responsibilities. 

3.  On  what  model  do  you  think  the  Board  should  operate — a  private  pension  plan 
or  a  Federal  agency  model?  On  what  statutory  basis  do  you  base  your  view  of  the 
function  of  the  Board? 

I  believe  that  the  Federal  agency  model,  not  the  private  pension  plan 
model,  is  what  Congress  had  in  mind  in  enacting  P.L.  99-335.  The  legisla- 
tive history  surrounding  the  passage  of  P.L.  99-335  reveals  that  while  Con- 
gress determined  how  similar  retirement  plans  operate  in  the  private  sec- 
tor, it  took  great  pains  to  limit  the  responsibilities  of  the  Board  to  the  es- 
tablishment of  policies  for  the  proper  investment  and  management  of  the 
Thrift  Savings  Plan.  In  doing  so,  it  specifically  precluded  the  Board  from 
directing  the  Executive  Director  to  invest  or  dispose  of  specific  assets  of  the 
Thrift  Savings  Plan.  Had  Congress  sought  to  utilize  the  private  pension 
plan  model,  it  is  doubtful  that  it  would  have  included  this  restriction. 

4.  How  do  you  view  the  current  statutory  division  of  responsibilities  between  the 
Board  members,  as  policy-makers,  and  the  Executive  Director,  the  chief  executive 
officer  of  the  agency? 

a.  Do  you  consider  the  Executive  Director  to  be  accountable  to  Board  members 
for  his  actions  and  decisions? 
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b.  Should  there  be  oversight  or  reporting  mechanisms  available  to  Board  members 
to  keep  them  apprised  of,  or  to  allow  evaluation  of,  actions  or  decisions  taken  by 
the  Executive  Director? 

I  consider  the  Executive  Director  to  be  fully  accountable  to  the  Board  for 
his  or  her  actions  and  decisions.  I  also  believe  that  there  needs  to  be  an 
oversight  or  reporting  mechanism  available  to  Board  members  to  keep  them 
apprised  of  the  actions  and  decisions  taken  by  the  Executive  Director.  In 
this  regard,  I  believe  that  the  statutory  division  of  responsibilities  as  be- 
tween the  Board,  in  its  policy-making  role,  and  the  Executive  Director,  as 
the  chief  administrative  officer,  is  entirely  appropriate  and  workable. 

5.  Should  Board  members  have  any  management  responsibilities  in  addition  to 
their  policy-making  duties? 

No.  I  believe  that  the  statute  is  reasonably  clear  that  Board  members  are 
responsible  for  establishing  the  policies  governing  investment  and  manage- 
ment of  the  Thrift  Savings  Plan,  but  that  the  Executive  Director  and  his 
or  her  staff  are  to  function  as  the  actual  administrators  of  the  Thrift  Sav- 
ings Plan  and  the  Thrift  Savings  Fund.  In  its  fiduciary  role,  the  Board  is 
given  the  additional  responsibility  of  evaluating  the  performance  of  the  Ex- 
ecutive Director  and  his  or  her  staff,  as  well  as  to  "take  such  other  actions 
as  may  be  necessary  to  carry  out  the  function  of  the  Board." 

6.  Do  you  consider  a  long-term  planning  policy  for  the  Board  to  be  required  by 
statute? 

While  there  is  no  specific  reference  in  P.L.  99-335  that  the  Board  consider 
a  long-term  planning  policy,  still  the  all  encompassing  authority  to  "take 
such  other  actions  as  may  be  necessary  to  carry  out  the  function  of  the 
Board"  can  be  interpreted  as  permitting  such  consideration.  I  personally  be- 
lieve that  is  very  worthwhile  for  any  board  to  develop  a  long-term  approach 
to  policy-making,  and  that  this  should  be  true  here  as  well. 

7.  Do  you  believe  the  current  funding  system  is  adequate?  Are  there  any  changes 
you  would  like  to  see  made? 

While  it  is  my  understanding  that  the  current  funding  system  is  adequate, 
I  have  not  studied  this  issue  in  sufficient  depth  to  as  yet  express  a  firm 
opinion.  I  also  will  require  further  study  of  the  operation  of  the  Thrift  In- 
vestment Board  before  recommending  any  specific  changes  to  the  Board's 
policies. 

IV.  OPERATIONS  OF  THE  THRIFT  BOARD 

1.  Federal  employees  participating  in  the  TSP  currently  have  the  option  of  invest- 
ing in  one  or  more  of  three  investment  funds:  a  government  securities  fluid,  a  com- 
mon stock  fluid,  and  a  fixed  income  fluid.  The  Thrift  Investment  Board  is  beginning 
to  evaluate  investment  options,  for  example,  a  stock  fluid  based  on  foreign  stocks. 

It  seems  clear  that  the  Federal  Government  should  try  to  maintain  competitive 
pay  and  benefits  relative  to  other  employers,  in  order  to  attract  and  retain  quality 
people  in  the  career  Federal  service. 

a.  What  is  your  assessment  of  the  current  competitiveness  of  the  TSP  relative  to 
other  employer-sponsored  retirement  investment/savings  plans? 

While  I  have  not  done  a  lot  of  comparison  studies  yet,  it  is  my  understand- 
ing that  the  TSP  is  quite  competitive.  It  has  satisfactory  earnings  in  it's  in- 
vestment categories  and  low  administrative  expenses  which  are  key  indica- 
tors that  people  in  my  industry  look  at  when  evaluating  these  plans. 

b.  What  administrative  and  legislative  modification(s),  if  any,  do  you  think  would 
benefit  the  TSP  without  significantly  increasing  costs  to  the  government? 

I  think  adding  other  fluid  choices  would  keep  the  plan  competitive  without 
adding  any  extra  costs  to  the  government. 

2.  When  the  FERS  system  was  designed,  the  TSP  portion  of  the  FERS  retirement 
benefits  package  was  intended  to  provide  a  large  part  of  the  retirement  incomes  of 
those  who  complete  Federal  service  careers.  While  active  participation  in  the  TSP 
among  FERS  employees  has  gradually  increased  in  the  years  since  its  inception  (to 
about  75%  as  of  March  1994),  a  significant  number  of  FERS  employees — many  of 
whom  are  newer,  lower-salaried  employees — are  not  actively  participating. 

a.  What  do  you  think  the  FRTIB  can  do  to  increase  the  participation  rate? 
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In  my  experience,  increased  information/education  about  the  benefits  of  the 
Thrift  Savings  Plan  should  be  made  available  to  increase  participation. 

b.  Do  you  think  there  are  attributes  of  the  current  TSP  that  actually  discourage 
FERS  employees  from  program  participation?  If  so,  what  might  be  done  to  reduce 
that  adverse  impact? 

I  am  not  cognizant  of  any  attributes  of  the  TSP  that  discourage  participa- 
tion. 

3.  Reportedly  there  has  been  under  consideration  a  proposal  as  part  of  the  effort 
to  cut  current  Federal  entitlement  program  costs  a  proposal  to  reduce  the  amount 
of  the  government's  contribution  to  the  TSP  accounts  of  FERS  employees.  Do  you 
favor  the  implementation  of  such  a  proposal? 

I  do  not  favor  implementing  this  proposal. 

4.  Some  civil  service  annuitants  (including  survivor  annuitants)  have  expressed 
an  interest  in  participating  in  the  TSP  under  essentially  the  same  conditions  as  do 
current  CSRS-covered  employees  (i.e.,  that  they  be  allowed  to  invest  up  to  5%  of 
their  gross  civil  service  annuities  in  the  TSP  without  any  matching  government  con- 
tributions. 

These  annuitants  point  to  the  fact  that  they  are  already  allowed  to  participate  in 
the  other  major  employee  benefits  programs  (the  Federal  employee  health  benefits 
and  life  insurance  programs)  as  retirees.  Since  the  fund's  administrative  expenses 
are  largely  paid  from  earnings  on  participant  contributions,  the  governments'  net 
costs  for  allowing  their  participation  might  not  significantly  increase.  Recognizing 
that  legislation  would  be  necessary  to  accomplish  such  a  change 

a.  What  do  you  see  as  the  pros  and  cons  of  this  proposal? 

The  pros  are  that  the  Civil  Service  Annuitants  have  the  opportunity  for  fur- 
ther tax-free  earnings  build-up.  The  cons  are  that  it  could  be  a  strain  on 
the  administrative  resources  of  the  Thrift  Fund  based  on  the  fact  that  there 
would  probably  be  a  large  number  of  people  inventing  small  quantities  of 
money.  I  would  have  to  research  this  more  carefully  before  making  a  rec- 
ommendation. 

b.  Do  you  favor  its  implementation  in  principle? 

Again,  I  would  have  to  research  this,  but  my  inclination  is  that  it  has  the 
potential  to  be  a  great  strain  on  the  Thrift  Fund. 

5.  Currently,  a  Federal  employee  is  permitted  to  borrow  from  his  or  her  TSP  ac- 
count in  only  a  very  limited  number  of  circumstances  (i.e.,  for  purchase  of  a  primary 
residence,  to  meet  education  or  medical  expenses,  or  for  reasons  of  financial  hard- 
ship.) Those  who  favor  narrow  limits  on  borrowing  argue  that  TSP  fluids  are  in- 
tended to  provide  a  key  part  of  a  retiree's  post-emplo5Tnent  income  and  should, 
therefore,  be  accessible  only  on  a  very  sparing  basis  prior  to  retirement.  Those  who 
favor  expanding  the  current  borrowing  provisions  argue  that  these  fluids  belong  not 
to  the  government  but  to  the  employees,  and  that  these  fluids  should  therefore  be 
made  available  to  the  employees  when  and  as  they  deem  appropriate. 

Do  you  favor  any  changes  to  the  current  restrictions  on  borrowing? 

No.  The  purpose  of  this  plan  is  to  encourage  savings  for  supplementing  re- 
tirement income.  "Borrowing"  programs  for  these  plans  are  both  costly  to 
administer  and  undermine  their  purpose. 

6.  The  FRTIB  has  an  agreement  with  the  Department  of  Agriculture's  National 
Finance  Center  (NFC),  in  New  Orleans,  LA,  to  provide  recordkeeping  services  for 
the  TSP,  and  the  NFC  maintains  the  accounts  of  TSP  participants.  In  recent  years, 
the  NFC  has  assumed  an  increasingly  large  and  complex  financial  management  role 
as  more  and  more  agencies  have  found  it  more  cost-effective  and  expeditious  to  have 
NFC  provide  for  their  financial  management  needs  than  to  operate  their  own  finan- 
cial management  systems. 

What  evaluative  and/or  system  safeguards  do  you  think  the  FRTIB  should  pru- 
dently have  in  place  to  ensure  that  the  NFC  provides  consistently  timely  and  accu- 
rate financial  management  support  for  the  TSP? 

From  the  standpoint  of  the  FRTIB  Board,  it  is  important  that  participants 
receive  their  information  in  both  a  timely  and  accurate  manner.  The  board 
should  evaluate,  on  a  regular  basis  the  performance  of  the  NFC  and  to  com- 
pare the  costs  charged  by  the  NFC  with  others  who  provide  the  same  serv- 
ice. 
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7.  Under  Federal  law,  FRTIB  members  (including  the  Chairman)  except  those  fill- 
ing the  unexpired  terms  of  departed  members  are  appointed  for  4-year  terms.  Be- 
cause stability  in  the  top  ranks  of  executive  agencies  is  seen  as  critical  to  the  effi- 
cient accomplishment  of  agencies'  missions,  the  expressed  willingness  of  key  presi- 
dential nominees  to  make  and  fulfill  public  commitments  to  serve  most  if  not  all 
if  the  prescribed  terms  of  their  positions  is  an  important  consideration  to  the  Com- 
mittee. 

Are  you  prepared  to  offer  a  commitment  at  this  time  to  complete  a  full  term  of 
office? 

Yes. 

V.  RELATIONS  WITH  CONGRESS 

1.  Do  you  agree  without  reservation  to  respond  to  any  reasonable  summons  to  ap- 
pear and  testify  before  any  duly  constituted  committee  of  the  Congress  if  you  are 
confirmed? 

Yes. 

2.  Do  you  agree  without  reservation  to  reply  to  any  reasonable  request  for  infor- 
mation from  any  duly  constituted  committee  of  Congress,  or  its  duly  authorized 
agents,  if  you  are  confirmed? 

Yes. 

Senator  Stevens.  Thank  you. 
Mr.  Strieker,  welcome. 

TESTIMONY  OF  JEROME  A.  STRICKER,  OF  KENTUCKY,  TO  BE  A 
MEMBER,  FEDERAL  RETIREMENT  THRIFT  INVESTMENT 
BOARD 

Senator  Stevens.  Mr.  Strieker,  do  you  have  family  with  you,  sir? 

Mr.  Stricker.  No,  but  I  have  lots  of  friends  here  today.  I  do  have 
a  statement. 

Senator  STEVENS.  Thank  you  very  much. 

Mr.  Stricker.  Thank  you,  Mr.  Chairman,  for  giving  me  this  op- 
portunity to  speak. 

First,  I  want  to  thank  the  President  for  nominating  me  to  this 
position  and  thank  my  friend  Senator  Ford  for  his  warm  introduc- 
tion, and  to  Congressman  Ward  for  seconding  my  nomination.  I  do 
want  to  thank  all  my  friends  who  took  time  out  of  their  business 
schedule  to  be  here  today.  I  also  want  to  thank  your  staff  for  their 
help  during  this  process. 

Most  of  all,  I  want  to  direct  my  comments  to  Congress.  I  lost  a 
brother  in  World  War  II  when  I  was  in  the  fourth  grade.  My  father 
died  while  I  was  a  senior  in  high  school. 

My  mother  did  not  have  funds  to  send  me  to  college,  so  I  worked 
part-time  while  in  college  and  received  financial  aid  in  the  form  of 
student  loans  from  the  Federal  Government.  I  am  very  thankful 
that  Congress  passed  the  student  loan  program  in  the  1950s.  With- 
out this  legislation,  I  may  not  be  here  today.  I  am  living  proof  that 
some  Federal  programs  do  work. 

I  was  the  youngest  of  five  children  and  the  only  one  who  received 
a  college  degree,  and  it  took  me  7  years  to  earn  that  degree.  After 
my  college  graduation,  I  was  given  10  years  to  pay  back  the  loans 
and  I  was  fortunate  and  determined  to  pay  back  the  loans  in  5 
years,  which  I  did.  I  also  was  very  lucky  to  retire  at  the  age  of  55, 
which  is  almost  4  years  ago. 

I  am  very  excited  about  this  appointment,  because  it  gives  me 
the  opportunity  to  give  back  to  the  country  that  I  love  very  much. 
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I  would  like  to  close  on  a  personal  note  by  dedicating  my  service 
on  this  board  to  my  daughter  Kim,  who  died  on  October  27,  1994, 
and  to  my  other  two  children  Melanie  and  Jeff. 

[The  biographical  statement  of  Mr.  Strieker  follows:] 

BIOGRAPHICAL  AND  FINANCIAL  INFORMATION  REQUESTED  OF 

NOMINEES 

A.  BIOGRAPHICAL  INFORMATION 

1.  Name:  Jerome  A.  Strieker  (nickname  "Jerry") 

2.  Position  to  which  nominated: 

Member  of  the  Federal  Retirement  Thrift  Investment  Board 

3.  Date  of  nomination:  March  23,  1995 

4.  Address:  Residence  and  Business:  201  Riverside  Drive,  #501,  Covington,  KY 

5.  Date  and  place  of  birth:  August  23,  1936,  Newport,  KY,  USA 

6.  Marital  status:  Divorced 

7.  Names  and  ages  of  children:  Melanie  Strieker,  32;  Kimberly  Strieker,  26,  De- 
ceased, October  27,  1994;  Jeffrey  Strieker,  23 

8.  Education:  List  secondary  and  higher  education  institutions,  dates  attended, 
degree  received  and  date  degree  granted. 

Newport  Public  High  School,  1950-54,  High  School  Diploma,  June  1954 
University  of  Kentucky,  1954-61,  Bachelor  of  Science  In  Commerce,  Major 
in  Accounting,  May,  1961 
University  of  Cincinnati,  1955-59,  no  degree 

9.  Employment  record:  List  all  jobs  held  since  college,  including  the  title  or  de- 
scription of  job,  name  of  employer,  location  of  work,  and  dates  of  employment 
(please  use  separate  attachment,  if  necessary.) 

1992-Present:  Part  time  consultant 

In  January  1992  I  started  being  a  part-time  consultant  on  a  broad  range 
of  management  and  financial  issues  for  my  former  firm,  Gradison  and  Com- 
pany Inc.,  of  Cincinnati,  Ohio,  and  other  companies. 
1967-1991:  Gradison  and  Company  Incorporated,  Cincinnati,  OH 
Executive  Vice  President  and  Chief  Financial  Officer.  Chief  negotiator  in 
1991  in  the  merger  of  Gradison  and  Mcdonald  &  Company  Securities,  Inc. 
of  Cleveland.  A  member  of  the  Executive  Committee  and  Board  of  Direc- 
tors, 1970-1991.  Held  numerous  high-level  positions  with  Gradison  affili- 
ated companies,  as  follows: 

Vice  Chairman  of  the  Board,  1983-1985,  and  President,  1979-1983,  of 
Gradison  Cash  Reserves  Trust,  a  publicly  held  Money  Market  Fund.  Total 
assets  were  over  $800  million. 

Organizer  of  the  Gradison  U.S.  Government  Trust,  also  a  publicly  held 
Money  Market  Fund  and  Vice  Chairman  from  1982-1985. 
Director,  1983-1990,  and  President,  1985-1990,  of  Gradison  Leasing,  Inc., 
an  automobile  leasing  company. 

Director,  Vice  President  and  Secretary,  1979-1988,  of  Pominex,  Inc.,  an  oil 
and  gas  drilling  company. 

1961-1967,  Arthur  Young  &  Company,  Cincinnati,  OH 
Senior  Tax  and  Audit  Accountant.  Specialist  in  Federal  income  taxes. 
1963-1964,  University  of  Kentucky  Northern  KY  Center.  Part-time  Instruc- 
tor. Taught  Federal  Income  Tax  Course. 

10.  Military  Service:  List  any  military  service,  including  dates,  rank,  and  type  of 
discharge. 

U.S.  Army  Reserves,  January,  1955  to  January,  1963,  Serial  Number  ER 
1553  7029,  Rank  E-7,  Honorable  Discharge. 
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11.  Government  experience:  List  any  advisory,  consultative,  honorary  or  other 
part-time  service  or  positions  with  Federal,  State,  or  local  governments,  other  than 
those  listed  above. 

White  House  Volunteer  1994 

12.  Previous  Appointments:  Prior  to  this  appointment,  have  you  ever  been  nomi- 
nated for  a  position  requiring  confirmation  by  the  Senate?  If  so,  please  list  each 
such  position,  including  the  date  of  nomination,  Senate  confirmation,  and  Commit- 
tee hearing,  if  any. 

None. 

13.  Business  relationships:  List  all  positions  held  as  an  officer,  director,  trustee, 
partner,  proprietor,  agent,  representative,  or  consultant  of  any  corporation,  com- 
pany, firm,  partnership,  or  other  business  enterprise,  educational  or  other  institu- 
tion. 

1992,  Consultant  to  Gradison  Division  of  McDonald  &  Co.  Securities. 
1967-1991,  Gradison  &  Co.  Inc.,  Executive  Vice  President  and  Chief  Finan- 
cial Officer  and  a  member  of  the  Executive  Committee  and  Board  of  Direc- 
tors, 1970-1991. 

Vice  Chairman   of  the   Board,    1983-1985,   and   President,    1979-1983,   of 
Gradison  Cash  Reserves  Trust,  a  publicly  held  Money  Market  Fund. 
Vice  Chairman  from  1982-1985  of  Gradison  U.S.  Government  Trust,  also 
a  publicly  held  Money  Market  Fund. 

Director,  1983-1990,  and  President,  1985-1990,  of  Gradison  Leasing,  Inc., 
an  automobile  leasing  company. 

Director,  Vice  President  and  Secretary,  1979-1988,  of  Pominex,  Inc.,  an  oil 
and  gas  drilling  company. 

1961-1967,  Arthur  Young  &  Company,  Senior  Tax  and  Audit  Aecountant. 
1963-1964,  University  of  Kentucky  Northern  Center,  Part-time  Instructor. 
President  and  Director,  1969-1972,  Cincinnati  Stock  Exchange. 
1976-present,    Tennessee    Partnership,    General    Partnership   in    semi-im- 
proved land. 

1993-Present,  Interstate  Rest  Area  Joint  Venture,  General  partner,  busi- 
ness has  not  commenced. 
1970-1991,  Gradvantage,  Inc.  Secretary  and  Treasurer. 

14.  Memberships:  List  all  memberships  and  offices  held  in  professional,  business, 
fraternal,  scholarly,  civic,  public,  charitable  and  other  organizations. 

Since  1991,  Trustee  of  Jerome  A,  Strieker,  Charitable  Remainder  Trust. 

Chairman,  1986,  Vice  Chairman,  1985,  Director,  1982-1986,  1988-1990  and 

1994-Present,  of  the  Northern  Ky./Cincinnati  International  Airport. 

Arbitrator,  since  1988  of  the  National  Association  of  Securities  Dealers. 

Arbitrator,  since  1994  of  the  American  Arbitration  Association. 

Trustee,  1987-1991,  University  of  Kentucky. 

Chairman  of  University  of  Kentucky  Investment  Committee,  1988-1991. 

Director,  1990-1991,  University  of  Kentucky  Hospital. 

Board  of  Directors,  University  of  Kentucky  National  Alumni  Association. 

President,  Vice  President,  Treasurer,  and  Board  Member  of  the  University 

of  Kentucky  Northern  Ky.  Alumni  Club. 

Treasurer,  Director  and  Member  of  the  Cincinnati  Racquet  Club. 

Member  of  the  Northern  Ky.  Chamber  of  Commerce. 

Member  of  the  Judicial  Nomination  Commission  for  Ky.  Supreme  Court  and 

Court  of  Appeals. 

Member  of  the  Securities  Advisory  Commission  of  the  Ky.  Department  of 

Banking  and  Securities. 

Member  of  the  Ky.  and  Ohio  Societies  of  Certified  Public  Accountants. 

President  and  Treasurer  of  Riverside  Terrace  Homeowners  Association. 

Fund  raiser  for  United  Way,  Fine  Arts  and  the  Heart  Fund. 

Member  of  Lakeside  Presbyterian  Church. 

Board  Member  of  the  Cincinnati  Chapter  of  the  American  Red  Cross. 
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Member  of  Life  Success  Seminars. 
Board  Member  of  Tri-City  YMCA. 

15.  Political  affiliations  and  activities: 

(a)  List  all  offices  with  a  political  party  which  you  have  held  or  any  public  office 
for  which  you  have  been  a  candidate. 

Treasurer,  Kenton  County  Democratic  Executive  Committee. 

(b)  List  all  memberships  and  offices  held  in  and  services  rendered  to  all  political 
parties  or  election  committees  during  the  last  10  years. 

Member,  Ky.  Democratic  Executive  Central  Committee 
Finance  Chairman,  Ben  Chandler  for  Ky.  Attorney  General 
Treasurer,  Ky.  Democratic  House  Corporation. 

(c)  Itemize  all  political  contributions  to  any  individual,  campaign  organization,  po- 
litical party,  political  action  committee,  or  similar  entity  of  $50  or  more  for  the  past 
5  years. 

1990 

Bill  Gradison  for  Congress $100 

Luken  for  Congress $275 

Friends  for  Jones  for  Ky.  Governor $1,723 

Sheehan  for  State  Representative $50 

Martin  for  State  Senate $275 

Celebrezze  for  Ohio  Governor $100 

Rose-Clouse  for  State  Senate $50 

1991 

Babbage  for  State  Treasurer $175 

Chabot  for  County  Commissioner $100 

Chandler  for  State  Auditor $1,000 

Collins  for  Lt.  Governor $50 

David  Mann  for  City  Council $100 

Friends  for  Jones  for  Ky.  Governor $3,143 

Wade  for  City  Council $50 

1992 

Bob  Blau  for  State  Senate $75 

Mann  for  Congress $600 

Clinton  for  President $1,000 

Ford  for  U.S.  Senate $820 

Asa  Rouse  for  State  Senate $100 

Ky.  Democratic  Party $100 

Ohio  Democratic  Party $100 

Poore  for  Congress $250 

1993 

Arlinghaus  for  Commissioner $100 

Democratic  National  Committee $600 

Eggemeier  for  City  Commissioner $50 

Karen  Collins  for  County  Commissioner $76 

Ky.  Democratic  Party $100 

Middleton  for  County  Judge-Executive $100 

Sheehan  for  Kenton  County  District  Judge $250 

Ward  for  Congress $200 

1994 

Baesler  for  Congress $200 

Citizens  for  David  Mann $1,125 

Hammons  for  State  Representative $100 

Kentucky  Democratic  Party $400 

Simpson  for  State  Representative $100 

Ward  for  Congress $350 

1995 
Kentucky  Democratic  Party $500 

16.  Honors  and  awards:  List  all  scholarships,  fellowships,  honorary  degrees,  hon- 
orary society  memberships,  military  medals  and  any  other  special  recognitions  for 
outstanding  service  or  achievements. 

— Outstanding  Alumnus  Award,  1987,  from  Beta  Alpha  Psi  (National  Ac- 
counting Honorary  Fraternity)  University  of  Kentucky  College  of  Busi- 
ness and  Economics. 
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— Outstanding  Alumnus  Award,  1989.  Phi  Kappa  Tau  National  Social  Fra- 
ternity. 

— Outstanding  Service  Award,  1979,  University  of  Kentucky  Northern  Ken- 
tucky Alumni  Club. 

— Listed  in  Who's  Who  in  South  and  Southwest,  11th  edition. 

17.  Published  writings:  List  the  titles,  publishers,  and  dates  of  books,  articles,  re- 
ports, or  other  published  materials  which  you  have  written.  It  would  be  helpful  for 
the  Committee  to  have  three  copies  of  each  published  writing.  Please  denote  any 
of  those  for  which  you  are  unable  to  provide  copies. 

None. 

18.  Speeches:  Provide  the  Committee  with  three  copies  of  any  formal  speeches  you 
have  delivered  during  the  last  5  years  of  which  you  have  copies  and  are  on  topics 
relevant  to  the  position  for  which  you  have  been  nominated. 

None. 

19.  Congressional  Testimony:  Have  you  ever  testified  before  a  Committee  of  the 
Congress?  If  so,  please  provide  details,  including  date(s). 

None. 

20.  Selection: 

(a)  Do  you  know  why  you  were  chosen  for  this  nomination  by  the  President? 
Because  of  my  business  experience  and  qualifications. 

(b)  What  do  you  believe  in  your  background  or  employment  experience  affirma- 
tively qualifies  you  for  this  particular  appointment? 

My  almost  25  years  experience  as  Chief  Financial  Officer  of  a  member  firm 
of  the  New  York  Stock  Exchange.  Some  of  my  duties  were  to  supervisor  our 
administration  of  my  firm  retirements  plans,  including  our  IRS  401k  plan, 
(which  is  very  similar  to  the  Thrift  Investment  Plan,  that  the  Board  over- 
sees). I  have  also  been  Chairman  of  the  Investment  Committee  of  the  Uni- 
versity of  Kentucky  Board  of  Trustees.  I  have  followed  the  stock  and  bond 
markets  for  many  years  and  manage  my  own  portfolio.  I  am  also  a  Certified 
Public  Accountant  and  have  had  over  six  years  of  experience  in  Public  Ac- 
counting. As  a  CPA  I'm  required  to  take  at  least  60  hours  of  continued  pro- 
fession education  every  two  years.  During  my  career  at  Gradison,  I  was 
President,  Vice  Chairman  and  Director  of  one  Money  Market  Mutual  Fund 
and  Organizer,  Vice  Chairman  and  Director  of  a  second  Money  Market  Mu- 
tual Fund. 

B.  FUTURE  EMPLOYMENT  RELATIONSHIPS 

1.  Will  you  sever  all  connections  with  your  present  employers,  business  firms, 
business  associations  or  business  organizations  if  you  are  confirmed  by  the  Senate? 

I  have  no  current  employer  and  no  material  clients  and  I  anticipate  that 
I  will  continue  my  association  with  such  clients. 

2.  Do  you  have  any  plans,  commitments  or  agreements  to  pursue  outside  employ- 
ment, with  or  without  compensation,  during  your  service  with  the  government?  If 
so,  explain. 

None,  except  to  continue  to  be  an  unpaid  volunteer  for  charitable  and  civic 
organizations  and  political  candidates. 

3.  Do  you  have  any  plans,  commitments  or  agreements  after  completing  govern- 
ment service  to  resume  employment,  affiliation  or  practice  with  your  previous  em- 
ployer, business  firm,  association  or  organization? 

I  do  not  have  any  such  plans. 

4.  Has  anybody  made  a  commitment  to  employ  your  services  in  any  capacity  after 
you  leave  government  service? 

No. 

5.  If  confirmed,  do  you  expect  to  serve  out  your  full  term  or  until  the  next  Presi- 
dential election,  whichever  is  applicable? 

Yes. 
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C.  POTENTIAL  CONFLICTS  OF  INTEREST 

1.  Describe  all  financial  arrangements,  deferred  compensation  agreements,  and 
other  continuing  dealings  with  business  associates,  clients  or  customers. 

One  client  pays  me  $100  per  month,  I  have  no  other  arrangements  or  de- 
ferred compensation  agreements,  except  I  do  have  an  IRA  Rollover  Invest- 
ment Account. 

2.  Indicate  any  investments,  obligations,  liabilities,  or  other  relationships  which 
could  involve  potential  conflicts  of  interest  in  the  position  to  which  you  have  been 
nominated. 

None  to  my  knowledge. 

3.  Describe  any  business  relationship,  dealings  or  financial  transaction  which  you 
have  had  during  the  last  10  years,  whether  for  yourself,  on  behalf  of  a  client,  or 
acting  as  an  agent,  that  could  in  anyway  constitute  or  result  in  a  possible  conflict 
of  interest  in  the  position  to  which  you  have  been  nominated. 

None  to  my  knowledge 

4.  Describe  any  activity  during  the  past  10  years  in  which  you  have  engaged  for 
the  purpose  of  directly  or  indirectly  influencing  the  passage,  defeat  or  modification 
of  any  election  or  affecting  the  administration  and  execution  of  law  or  public  policy. 

I  have  written  letters  to  U.S.  Senators  and  Congressman  regarding  tax  leg- 
islation and  other  items  that  I  had  an  interest. 

5.  Explain  how  you  will  resolve  any  potential  conflict  of  interest,  including  any 
that  may  be  disclosed  by  your  responses  to  the  above  items,  (please  provide  copies 
of  any  trust  or  other  agreements.) 

I  don't  believe  I  have  any  potential  conflict  of  interest. 

6.  Do  you  agree  to  have  written  opinions  provided  to  the  Committee  by  the  des- 
ignated agency  ethics  officer  of  the  agency  to  which  you  are  nominated  and  by  the 
Office  of  Government  Ethics  concerning  potential  conflicts  of  interest  or  any  legal 
impediments  to  your  serving  in  this  position? 

Yes. 

D.  LEGAL  MATTERS 

1.  Have  you  ever  been  disciplined  or  cited  for  a  breach  of  ethics  for  unprofessional 
conduct  by,  or  been  the  subject  of  a  complaint  to  any  court,  administrative  agency, 
professional  association,  disciplinary  committee,  or  other  professional  group?  If  so, 
provide  details. 

No. 

2.  Have  you  ever  been  investigated,  arrested,  charged  or  held  by  any  Federal, 
State,  or  other  law  enforcement  authority  for  violation  of  any  Federal,  State,  county 
or  municipal  law,  regulation  or  ordinance,  other  than  a  minor  traffic  offense?  If  so, 
provide  details. 

No. 

3.  Have  you  or  any  business  of  which  you  are  or  were  an  officer  ever  been  in- 
volved as  a  party  in  interest  in  any  administrative  agency  proceeding  or  civil  litiga- 
tion? If  so,  provide  details. 

None  to  my  knowledge 

4.  Have  you  ever  been  convicted  (including  pleas  of  guilty  or  nolo  contenders)  of 
any  criminal  violation  other  than  a  minor  traffic  offense? 

No. 

5.  Please  advise  the  Committee  of  any  additional  information,  favorable  or  unfa- 
vorable, which  you  feel  should  be  considered  in  connection  with  your  nominations. 

None. 

E.  FINANCIAL  DATA 

(Retained  in  Committee  Files) 
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PRE-HEARING  QUESTIONS  FOR  JEROME  A.  STRICKER  TO  BE  A  MEMBER 
OF  THE  FEDERAL  RETIREMENT  THRIFT  INVESTMENT  BOARD 

I.  NOMINATIONS  PROCESS  AND  POTENTIAL  CONFLICTS 

1.  Were  any  conditions,  express  or  implied,  attached  to  your  nomination  as  a 
Member  of  the  Federal  Retirement  Thrift  Investment  Board  (FRTIB)? 

No. 

2.  Have  you  made  any  specific  commitments  with  respect  to  the  basic  policies  and 
philosophy  which  you  will  follow  while  a  Member  of  the  Thrift  Investment  Board? 

No. 

3.  To  your  knowledge,  did  persons  representing  interests  that  could  be  influenced 
by  the  FRTIB  actively  support  or  endorse  your  nomination?  If  so,  please  explain? 

No. 

4.  Is  there  any  issue  currently  under  consideration  by  the  Thrift  Board,  or  any 
which  may  come  under  consideration,  from  which  you  may  have  to  disqualify  your- 
self? If  so,  please  explain. 

No. 

5.  Do  you  have  any  interest  in  any  corporation,  partnership,  association,  or  other 
entity  whose  interest  may  be  affected  significantly  by  the  Board? 

No. 
II.  ROLE  AND  RESPONSIBILITY  OF  THE  POSITION  TO  WHICH  NOMINATED 

1.  What  do  you  believe  are  the  most  important  responsibilities  of  the  position  to 
which  you  are  nominated  and  what  challenges  do  you  expect  to  face? 

To  approve  the  annual  budget  of  the  FRTIB. 

To  establish  and  adopt  investment  policies  of  the  FRTIB. 

To  monitor  the  results  of  our  investment  policies. 

To  establish  and  monitor  the  administration,  including  the  recording  keep- 
ing of  participant's  accounts,  of  the  FRTIB. 

To  evaluate  the  performance  of  the  executive  director. 

Biggest  challenges  would  be  to  stay  current  with  the  ever  changing  invest- 
ment world  and  the  new  technology  of  various  computer  options. 

2.  What  contributions  do  you  feel  you  can  make  to  the  Thrift  Board? 

My  overall  experience  of  serving  on  many  boards  of  profit  and  nonprofit  or- 
ganizations will  be  beneficial. 

My  many  years  of  experience  as  a  CPA  and  Chief  Financial  Officer  of  a 
member  firm  of  the  New  York  Stock  Exchange  will  be  very  helpful. 

My  overall  knowledge  of  the  investment  market  and  various  options  are  im- 
portant. 

My  knowledge  of  computer  systems  and  my  experience  dealing  with  retire- 
ment plan  administration. 

III.  ROLE  OF  THE  THRIFT  BOARD 

1.  How  do  you  view  the  role  and  responsibilities  of  the  Thrift  Board? 

To  follow  the  statutory  responsibilities,  including  approving  the  annual 
budget,  to  set  investment  policies  and  to  discharge  my  responsibilities  sole- 
ly in  the  interest  of  participants  and  beneficiaries  of  the  TSP. 

2.  The  Thrift  Board  is  an  independent  agency.  What  do  you  consider  to  be  the 
proper  relationship  between  the  Board  and  (1)  the  President  and  (2)  the  Congress? 

The  Thrift  Board  is  an  independent  agency,  but  must  work  with  both  the 
administration  and  Congress  to  assure  that  the  FRTIB  operates  in  the  best 
interest  of  the  participants. 
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3.  On  what  model  do  you  think  the  Board  should  operate  a  private  pension  plan 
or  a  Federal  agency  model?  On  what  statutory  basis  do  you  base  your  view  of  the 
function  of  the  Board? 

According  to  P.L.  99-335  the  Board  is  a  Federal  agency  but  has  some  char- 
acteristic of  a  private  pension  plan.  The  law  clearly  lists  the  Board's  author- 
ity and  responsibilities. 

4.  How  do  you  view  the  current  statutory  division  of  responsibilities  between  the 
Board  members,  as  policy-makers,  and  the  Executive  Director,  the  chief  executive 
officer  of  the  agency? 

They  give  the  Board  the  responsibility  of  oversight  and  supervision  of  the 
Executive  Director  according  to  5  U.S.C.S.  8472.  Under  5  U.S.C.S.  8474  the 
Executive  Director  is  charged  with  the-  responsibility  of  carrying  out  the 
policies  established  by  the  Board. 

(a)  Do  you  consider  the  Executive  Director  to  be  accountable  to  Board  members 
for  his  actions  and  decisions? 

Yes. 

(b)  Should  there  be  oversight  or  reporting  mechanisms  available  to  Board  mem- 
bers to  keep  them  apprised  of,  or  to  allow  evaluation  of,  actions  or  decisions  taken 
by  the  Executive  Director? 

Yes. 

5.  Should  Board  members  have  any  management  responsibilities  in  addition  to 
their  policymaking  duties? 

No. 

6.  Do  you  consider  a  long-term  planning  policy  for  the  Board  to  be  required  by 
statute? 

Although  not  listed  as  an  item  of  Board  responsibility  in  the  statute,  I  do 
believe  that  long-term  planning  is  very  important  in  an  agency  such  as 
FRTIB. 

7.  Do  you  believe  the  current  funding  system  is  adequate?  Are  there  any  changes 
you  would  like  to  see  made? 

Yes,  as  related  to  the  expenses  that  operate  the  TSP. 

IV.  OPERATIONS  OF  THE  THRIFT  BOARD 

1.  Federal  employees  participating  in  the  TSP  currently  have  the  opt[on  of  invest- 
ing in  one  or  more  of  three  investment  funds:  a  government  securities  fund,  a  com- 
mon stock  fund,  and  a  fixed  income  fund.  The  Thrift  Investment  Board  is  beginning 
to  evaluate  investment  options,  for  example,  a  stock  fund  based  on  foreign  stocks. 

It  seems  clear  that  the  Federal  Government  should  try  to  maintain  com- 
petitive pay  and  benefits  relative  to  other  employers,  in  order  to  attract  and 
retain  quality  people  in  the  career  Federal  service. 

(a)  What  is  your  assessment  of  the  current  competitiveness  of  the  TSP  relative 
to  other  employer-sponsored  retirement  investment/savings  plans? 

Based  on  studies  that  the  staff  of  FRTIB  has  given  me,  the  TSP  is  competi- 
tive with  other  private  sector  employer  sponsored  plans.  However,  I  will 
continue  to  monitor  this  item. 

(b)  What  administrative  and  legislative  modification(s),  if  any,  do  you  think  would 
benefit  the  TSP  without  significantly  increasing  costs  to  the  government? 

It  is  my  understanding  that  the  expenses  of  the  FRTIB  are  paid  out  of 
earnings  from  the  participant's  accounts.  In  May  of  1995  the  FRTIB  sub- 
mitted to  Congress  a  draft  bill  that  would  authorize  two  new  funds.  I  sup- 
port such  a  plan. 

2.  When  the  FERS  system  was  designed,  the  TSP  portion  of  the  FERS  retirement 
benefits  package  was  intended  to  provide  a  large  part  of  the  retirement  incomes  of 
those  who  complete  Federal  service  careers.  While  active  participation  in  the  TSP 
among  FERS  employees  has  gradually  increased  in  the  years  since  its  inception  (to 
about  75%  as  of  March  1994),  a  significant  number  of  FERS  employees — many  of 
whom  are  newer,  lower-salaried  employees — are  not  actively  participating. 
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(a)  What  do  you  think  the  FRTIB  can  do  to  increase  the  participation  rate? 

It  is  my  understanding  that  the  participation  rate  is  about  77%.  The  best 
way  to  keep  that  percentage  going  up  is  to  continue  to  educate  and  commu- 
nicate the  benefits  of  the  TSP. 

(b)  Do  you  think  there  are  attributes  of  the  current  TSP  that  actually  discourage 
FERS  employees  from  program  participation?  If  so,  what  might  be  done  to  reduce 
that  adverse  impact? 

None  to  my  knowledge,  but  I  will  have  an  open  mind  on  the  subject. 

3.  Reportedly  there  has  been  under  consideration  a  proposal  as  part  of  the  effort 
to  cut  current  Federal  entitlement  program  costs  a  proposal  to  reduce  the  amount 
of  the  government's  contribution  to  the  TSP  accounts  of  FERS  employees.  Do  you 
favor  the  implementation  of  such  a  proposal? 

No. 

4.  Some  civil  service  annuitants  (including  survivor  annuitants)  have  expressed 
an  interest  in  participating  in  the  TSP  under  essentially  the  same  conditions  as  do 
current  CSRS-covered  employees  (i.e.,  that  they  be  allowed  to  invest  up  to  5%  of 
their  gross  civil  service  annuities  in  the  TSP  without  any  matching  government  con- 
tributions). 

These  annuitants  point  to  the  fact  that  they  are  already  allowed  to  partici- 
pate in  the  other  major  employee  benefits  programs  (the  Federal  employee 
health  benefits  and  life  insurance  programs)  as  retirees.  Since  the  fund's 
administrative  expenses  are  largely  paid  from  earnings  on  participant  con- 
tributions, the  government's  net  costs  for  allowing  their  participation  might 
not  significantly  increase.  Recognizing  that  legislation  would  be  necessary 
to  accomplish  such  a  change 

(a)  What  do  you  see  as  the  pros  and  cons  of  this  proposal? 

Pros — It  would  reduce  the  annuitants  Federal  and  State  income  tax. 

Cons — TSP  and  similar  plans  are  established  to  provide  for  the  retirement 
of  employees.  I  do  not  know  of  any  private  sector  plan  that  has  such  a  pro- 
vision. A  study  would  have  to  be  made  to  determine  what  affect  this  change 
could  have  on  the  expense  factor  of  the  TSP. 

(b)  Do  you  favor  its  implementation  in  principle? 

No,  not  at  this  time.  I  would  have  to  be  shown  strong  evidence  that  this 
would  be  a  proper  provision  in  the  normal  retirement  plan  before  I  could 
support  this  change. 

5.  Currently,  a  Federal  employee  is  permitted  to  borrow  from  his  or  her  TSP  ac- 
count in  only  a  very  limited  number  of  circumstances  (i.e.,  for  purchase  of  a  primary 
residence,  to  meet  education  or  medical  expenses,  or  for  reasons  of  financial  hard- 
ship). Those  who  favor  narrow  limits  on  borrowing  argue  that  TSP  funds  are  in- 
tended to  provide  a  key  part  of  a  retiree's  post-employment  income  and  should, 
therefore,  be  accessible  only  on  a  very  sparing  basis  prior  to  retirement.  Those  who 
favor  expanding  the  current  borrowing  provisions  argue  that  these  funds  belong  not 
to  the  government  but  to  the  employees,  and  that  these  funds  should  therefore  be 
made  available  to  the  employees  when  and  as  they  deem  appropriate. 

Do  you  favor  any  changes  to  the  current  restrictions  on  borrowing? 

Although  I  do  not  know  all  details  of  Our  current  plan,  I  might  be  in  favor 
of  some  easing  of  the  restrictions  to  the  borrowing  rules.  I  know  that  a 
proper  structured  loan  provisions  may  increase  the  number  of  participants 
in  certain  plans.  However,  we  must  not  lose  sight  that  this  is  a  retirement 
plan. 

6.  The  FRTIB  has  an  agreement  with  the  Department  of  Agriculture's  National 
Finance  Center  (NFC),  in  New  Orleans,  Louisiana,  to  provide  record  keeping  serv- 
ices for  the  TSP,  and  the  NFC  maintains  the  accounts  of  TSP  participants.  In  recent 
years,  the  NFC  has  assumed  an  increasingly  large  and  complex  financial  manage- 
ment role  as  more  and  more  agencies  have  found  it  more  cost-effective  and  expedi- 
tious to  have  NFC  provide  for  their  financial  management  needs  than  to  operate 
their  own  financial  management  systems. 
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What  evaluative  and/or  system  safeguards  do  you  think  the  FRTIB  should  pru- 
dently have  in  place  to  ensure  that  the  NFC  provides  consistently  timely  and  accu- 
rate financial  management  support  for  the  TSP? 

This  is  very  important  that  the  reports  are  accurate  and  are  timely.  It  is 
my  understanding  that  the  Board  has  installed  certain  internal  controls  to 
be  sure  that  this  happens.  I  also  understand  that  the  Board  has  just  re- 
cently approved  a  plan  that  will  develop  new  software  that  will  bring  the 
record  keeping  of  the  TSP  to  a  "state  of  art"  level.  I  will  fully  support  and 
monitor  this  process  that  will  probably  take  several  years  to  complete. 

7.  Under  Federal  law,  FRTIB  members  (including  the  Chairman)  except  those  fill- 
ing the  unexpired  terms  of  departed  members  are  appointed  for  4-year  terms.  Be- 
cause stability  in  the  top  ranks  of  executive  agencies  is  seen  as  critical  to  the  effi- 
cient accomplishment  of  agencies'  missions,  the  expressed  willingness  of  key  presi- 
dential nominees  to  make  and  fulfill  public  commitments  to  serve  most  if  not  all 
of  the  prescribed  terms  of  their  positions  is  an  important  consideration  to  the  Com- 
mittee. 

Are  you  prepared  to  offer  a  commitment  at  this  time  to  complete  a  full  term  of 
office? 

Yes. 

V.  RELATIONS  WITH  CONGRESS 

1.  Do  you  agree  without  reservation  to  respond  to  any  reasonable  summons  to  ap- 
pear and  testify  before  any  duly  constituted  committee  of  the  Congress  if  you  are 
confirmed? 

Yes. 

2.  Do  you  agree  without  reservation  to  reply  to  any  reasonable  request  for  infor- 
mation from  any  duly  constituted  committee  of  Congress,  or  its  duly  authorized 
agents,  if  you  are  confirmed? 

Yes. 

Senator  Stevens.  Thank  you  very  much.  We  are  pleased  to  have 
your  statement.  I  understand  your  message. 

The  Committee  has  submitted  detailed  questions  to  each  of  you. 
It  would  not  be  my  intention  to  repeat  those.  But  I  do  have  stand- 
ard questions  which  we  ask  of  every  nominee.  So  let  me  ask  each 
one  of  you  if  you  will  respond  to  these.  We  have  to  have  it  on  the 
record  that  you  have  each  responded.  So  if  you  will  please  respond 
from  my  right  to  left  after  each  one,  so  it  can  go  on  the  record,  I 
would  appreciate  it.  We  actually  intend  to  print  these  separately, 
so  that  each  of  you  will  have  a  copy  of  your  hearing. 

Is  there  anything  you  are  aware  of  in  your  own  background 
which  might  present  a  conflict  of  interest  with  the  duties  of  the  of- 
fice to  which  you  have  been  nominated?  Ms.  Slavet? 

Ms.  Slavet.  No,  there  is  not. 

Senator  Stevens.  Mr.  Lew? 

Mr.  Lew.  There  is  not,  Senator. 

Senator  STEVENS.  Mr.  LeBlanc? 

Mr.  LeBlanc.  There  is  not.  Senator. 

Senator  Stevens.  Ms.  Marshall? 

Ms.  Marshall.  No,  there  is  not. 

Senator  Stevens.  Mr.  Strieker? 

Mr.  Stricker.  No,  there  is  not. 

Senator  Stevens.  Do  you  know  of  any  reason,  personal  or  other- 
wise, that  would  in  any  way  prevent  you  from  fully  and  honorably 
discharging  the  responsibilities  of  the  office  to  which  you  have  been 
nominated?  Ms.  Slavet? 

Ms.  Slavet.  No,  I  do  not. 
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Senator  Stevens.  Mr.  Lew? 

Mr.  Lew.  No. 

Senator  Stevens.  Mr.  LeBlanc? 

Mr.  LeBlanc.  No,  Mr.  Chairman. 

Senator  STEVENS.  Ms.  Marshall? 

Ms.  Marshall.  No,  sir. 

Senator  Stevens.  Mr.  Strieker? 

Mr.  Stricker.  No. 

Senator  Stevens.  Do  you  agree  without  reservation  to  respond  to 
any  reasonable  summons  to  appear  and  testify  before  any  duly  con- 
stituted committee  of  Congress,  if  you  are  confirmed?  Ms.  Slavet? 

Ms.  Slavet.  Yes,  I  do.  Senator. 

Senator  Stevens.  Mr.  Lew? 

Mr.  Lew.  Yes,  sir. 

Senator  Stevens.  Mr.  LeBlanc? 

Mr.  LeBlanc.  Yes,  sir. 

Senator  Stevens.  Ms.  Marshall? 

Ms.  Marshall.  Yes,  sir. 

Senator  Stevens.  Mr.  Stricker? 

Mr.  Stricker.  Yes,  sir. 

Senator  STEVENS.  We  will  have  a  business  meeting  as  soon  as 
possible  and  I  am  informed  that  the  Chairman  expects  that  we  will 
be  able  to  consider  these  nominations  in  time  to  present  them  to 
the  Senate  for  confirmation  before  the  August  recess.  I  tell  you  that 
so  you  will  not  go  off  on  vacation  thinking  you  get  a  vacation  just 
because  we  get  one.  [Laughter.] 

I  appreciate  the  statements  each  of  you  have  made  of  what  you 
stand  for.  We  do  appreciate  the  fact  that  you  are  willing  to  serve 
the  government,  particularly  at  this  time.  As  I  indicated,  I  have 
been  involved  in  the  creation  of  the  offices  in  which  each  of  you  will 
serve.  I  think  we  do  need  very  capable  and  dedicated  people.  I  am 
pleased  in  particular  to  see  you,  Mr.  Lew,  with  your  background 
willing  to  go  to  the  Office  of  Management  and  Budget. 

Your  problem,  Ms.  Slavet,  is  to  see  to  it  that  we  have  respect  for 
our  government  employees.  Ms.  Marshall  and  Mr.  Stricker,  you 
have  probably  the  toughest  job  of  all,  because  you  are  caring  for 
the  money  of  millions  of  people  here  in  our  government  and  their 
survivors.  It  was  at  my  suggestion  that  the  Thrift  Board  was  cre- 
ated. I  am  pleased  to  see  you  both  have  extremely  good  back- 
grounds in  management  of  other  people's  money,  and  we  do  appre- 
ciate in  particular  that  you  have  had  such  tremendous  experience 
in  the  business  world,  and  I  know  could  make  a  lot  more  money 
and  are  willing  to  help  manage  our  retirement  funds. 

Thank  you  very  much  for  coming. 

With  that,  I  do  not  have  any  further  questions  that  have  been 
submitted  to  me.  As  I  said,  we  will  hopefully  take  up  these  nomina- 
tions today  or  tomorrow,  and  we  hopefully  will  have  them  before 
the  full  Senate  next  week. 

Thank  you  all  for  coming.  We  appreciate  it  very  much. 

The  Committee  is  adjourned. 

[Whereupon,  at  9:35  a.m.,  the  Committee  was  adjourned.] 
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